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USSR-Japan Talks View German Unification 


OW0208052790 Tokyo YOMIURI SHIMBUN 
in Japanese 31 Jul 90 Morning Edition p 3 
—FOR OFFICIAL USE ONLY 


[Report by Takeshi Uemura] 


[Excerpts] Moscow, 30 Jul—A summaiy of Japan-USSR 
working-level consultations is as follows: [passage omitted] 


European Situation 


Soviet side: The German unification issue eased the 
most important border as a result of the talks between 
West German Chancellor Kohl and Soviet President 
Gorbachev. We understand certain difficulties accompa- 
nying reforms in Europe. 


Japanese side: Although it is not a direct party con- 
cerned, Japan is ready to contribute actively to changes 
in Europe. Our appraisal is that it is very important to it 
leave up to the unified Germany itself to decide whether 
to remain in NATO. [passage omitted] 


Notice to Readers: For the text of the above item, see the 
Annex of the 2 August issue of the Soviet Union DAILY 
REPORT. 


USSR's Falin: No Obstacles To Unification 


OW0108151990 Tokyo SANKE!I SHIMBUN 
in Japanese 31 Jul 90 Morning Edition p 1 
—FOR OFFICIAL USE ONLY 


[Report by Tsutomu Saito on SANKE!I SHIMBUN 
“exclusive” interview with Valentin Falin, chief of the 
International Department of the CPSU Central Com- 
mittee, at his office in the CPSU Central Committee 
Headquarters in Moscow, date not given} 


[Excerpts] Moscow, 30 Jul—Falin, chief of the CPSU 
International Department, who plays a pivotal role in 
formulating CPSU foreign policy, granted an exclusive 
interview to SANKEI SHIMBUN at his office in the 
party Central Committee Headquarters in Moscow. 


[passage omitted] 


Falin discussed the “unification within the year” of East 
and West Germany and took a very optimistic view, 
saying: “Except for internal problems in Germany, we 
firmly believe that there is nothing to obstruct it.” 


Germany as Example of U.S.-USSR Cooperation 
AU3107154490 Moscow KOMMUNIST in Russian 
No 10, 1990 (signed to press 20 June 90) pp 4-37 
—FOR OFFICIAL USE ONLY 


[Article by KOMMUNIST special correspondent Otto 
Latsis, written in Washington, New York, and Moscow 
in June 1990: “The Way Out Is Ahead™] 


[Excerpts] In June, at the time of the regular mecting 
between the presidents of the USSR and the United 
States, U.S. newspapers printed the following detail: The 
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guests were welcomed at Camp David by the sound of a 
bell rung on board the ship that kad taken Franklin 
Roosevelt to Yalta to attend a meeting of the leaders of 
the anti-Hitler coalition. The name of the U.S. president 
who had established diplomatic relations and the subse- 
quent military alliance with the USSR was mentioned 
more than once during the course of the meeting, and not 
only when the “Franklin Delano Roosevelt Medal of 
Freedom” was bestowed upon M.S. Gorbachev, but also 
in the most diverse and ostensibly chance circumstances. 
However, if one reflects upon the essence of what took 
place, it becomes clear that these were probably not 
chance occurrences. [passage omitted] 


The Washington meeting is particularly significant. On 
its eve, much of the U.S. mass media—including, for 
exampie, such an influential and informed newspaper as 
THE WASHINGTON POST—was trying to prove that 
the visitor coming to meet G. Bush was weakened by 
internal difficulties and unresolved problems. The prin- 
ciple aim of these commentaries was easy to discern 
because, in fact, no attempt was made to hide it: They 
called on the U.S. leader not to make any concessions on 
the most controversial subject of the forthcoming talks— 
the question concerning the participation of a united 
Germany in NATO. In an effort to corroborate the thesis 
regarding the “weakness” of the Soviet partner, prob- 
lems which were quite varied both in terms of their scope 
and the way that Americans themselves view them were 
all brought together under one list. 


However, not once—neither in word nor deed—did G. 
Bush give reason to believe that he was reacting to these 
calls. On the contrary, he showed by his behavior 
throughout the meeting that the confrontational 
approach to relations between their two countries was a 
thing of the past. Both sides remembered their national 
interests and their responsibility before the world, but 
they did not try to seek out their partner's weak spots to 
undermine one another's position in the negotiations. It 
appeared that both sides came to the conclusion that, 
within the changed world, weakening their partner's 
position did not correspond to their national interests. 
The meeting's results themselves confirmed this; for 
example, in addition to concluding agreements that were 
confidently expected to be signed, the two sides also 
finalized a trade agreement that hac been very much in 
doubt the day before. Truc, similar doubts were refucied 
later on when the U.S. Congress proposed that ratifica- 
tion of the agreement be tied to a solution of the 
“Lithuanian problem.” Nevertheless, this fact does not 
change the assessment of the position taken by the 
American President who rejected such conditions. 


There seemed to be a genuine desire on the part of both 
sides to find mutually acceptable approaches to the 
German question. As both presidents announced, their 
discussion of it was useful and helped to move things 
forward, although there was no radical shift in positions, 
something which had not been expected at the mecting. 
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One of the important lessons of the Washington mecting 
is this: We should not dwell on the discord and painful 
legacy of the past but, rather, rapidly reveal the new 
opportunities that the future will bring. [passage 
omitted] 


Let us return to the questions which were discussed at 
the Washington mecting itself. The German question 

was the one on whech, 1 seemed, the least progress was 
pov Yet, in the course of just a few days, new oppor- 
tunities were opened up for a drawing together of posi- 
tions. These were announced not from Washington but 
from Moscow where there was 2 meeting of the Political 
Consultative Committee of the Warsaw Pact member- 
States immediately after M.S. Gorbachev's return. 
Agreement on reviewing the character, functions, and 
activities of the Warsaw Pact Organization, giving it a 
new profile, and shifting the emphasis from functions of 
a military bloc to those of a political community—this is 
what is Opening up extensive opportunities for Europe. 
The logic of new thinking is as follows: We should not 
limit ourselves to scanning combinations within the 
framework established by history, but try to expand this 
framework. If the Warsaw Pact and NATO change, our 
attitude toward the participation of one country or 
another :n these organizations will also change. particu- 
larly in conditions of the strengthening of the new 
structures of general European security. 


Ensuring the conditions for the prolonged peaceful 
development of civilization sets before all the members 
of the world community the task of jointly exerting a 
stabilizing influence on the course of the powerful pro- 
cesses of change, whether they occur in Europe or on 
other continents. In the process, the two most powerful 
States of our time bear great responsibility in ensuring 
that such changes proceed peacefully on a global scale 
This accounts for the feeling of satisfaction felt by those 
who had the opportunity to observe the visit from close 
range and directly feel the response it generated in 
different social circles in the United States. 


Notice to Readers: For the text of the above item. see the 
Annex of the 2 August issue of the Soviet Union DAILY 
REPORT. 


GDR Defense Chief Views Impact of Unification 


PM0108154690 Milan CORRIERE DELLA SERA 
in Italian 31 Jul 90 p 6—FOR OFFICIAL USE ONLY 


[Interview with General Manfred Gratz, chief of defense 
staff, by Luigi Caligaris; place, date not given] 


[Text] Strasbourg—Some 69 km cast of Berlin, deep in 
the countryside, a number of fine buildings set amid 
well-tended lawns house the ministry and staff of the 
East German Armed Forces. In an environment more 
residential than ministerial, | met with the chief of 
General Staff, General Manfred Gratz, who spoke at the 
Vienna Conference on the subject of strategies. On that 
occasion he was one of the most convinced supporters of 
the Warsaw Pact’s arguments. | wondered what his 
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opinion would be six months later, having gone through 
the collapse of the Pact and of East Germany. 


Vienna. All this has affected the Armed Forces—so 
much so that even the ministry has changed its name. It 
is now called ‘Disarmament and Defense.” And the cuts 
will be much more massive than those | announced at 
the Vienne Conference (CFE) [Conventional Forces in 
Europe}. We will make reductions down to 100,000 men 
(instead of 160,000), and 1,060 tanks (instead of 600) 
and 225 aircraft (instead of 50).” 

[Caligaris] Now everything in the CFE is simple and 
clear. You are negotiating for your Armed Forces as part 
of a bloc. In a few months’ time, in the united Germany, 
your forces will be neither in the Pact nor in NATO, but 
an indefinite part of the military forces of the new 
Germany. How will they be reduced then’ 


[Gratz] | hope that the CFE will end before the wnifica- 
tion of the two Germanies, because afterward everything 
will be more difficult. The countries bordering the united 
Germany will have to accept a new level for its forces, 
which will also be united. Furthermore, within Germany 
it will have to be decided what reductions to make in 
each of the two forces. The Bundeswehr—not just us— 
must be cut, too, within the context of a combined level. 
We are already making a major sacrifice. Be that as it 
may, the total quantity of the united Germany's forces 
must be decided on in Vienna or at the “two-plus-four™ 
negotiations. As for what formula to adopt, | believe we 
are agreed that the whole of Germany should be in 
NATO, without altering the military order. That is, there 
will be no NATO troops in the eastern part of Germany. 
For that matter, even now not the entire Bundeswehr is 
assigned to NATO. We will probably remain here in East 
Germany, albeit restructured as land forces. 


[(Caligaris] It seems easy: One part of the army in NATO 
and not the other, and that is that. With regard to 
commands and units, it is casy. Not so with regard to 
personnel. In the Bundeswehr, officers and NCO's pass 
easily from a national posting to one with NATO. Could 
your men do this? 


[Gratz] It will take time to resolve this problem. First, 
there will be two separate armed forces under the same 
political authority. Then united forces. Integration will 
take time. It is a difficult subject to discuss with the 
Bundeswehr, and it has two sides to it. The first concerns 
me and the officers of my generation, who have dozens 
of years of service in the Warsaw Pact. A post in the 
Bundeswehr command is impossible for us. The young- 
sters are another matter. In other words, it is a mater of 
different generations. 


[Caligaris] What do you think about the serious concerns 
displayed by your officers? 


[Gratz] They are understandable, in human terms, and 
they are similar to those of the rest of the country. As 
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long as they do not last too long. Our servicemen—and 
that includes the troops—must be offered a future in 
military life or, with proper preparation, in civilian life. 


[Caligaris] Do you foresee serious difisculties in deter- 
mining the proportion of forces that will compose the 
armed forces of the united Germany”? 


[Gratz] Definitely. 


[Caligaris] Two questions. Pe»ple in the West say that 
their armed forces have disintegrated. Your officers say 


hes in mind 0 Goftanive testegy and that i plans to 


[Caligaris] What do you think of the Soviet forces which, 
various reasons, will remain in the united Germany 
even when it is all in NATO? Will this paradox not create 


problems? 


It is a political problem. The 1957 treaties with 

on the stationing of troops are still valid. 
Historically, our position is different from Czechoslova- 
kia’s. Be that as it may, it is necessary to consider the 
withdrawal not only of the Soviet forces but also of the 
foreign forces from West Germany. They both set limits 


on national sovereignty. 


[Caligaris} | do not believe so. A conflict with national 
sovereignty exists only when the presence of foreign 
forces is imposed on the host country. If the whole of 
Germany is in NATO, the Allied forces will remain as 
long as you wish. If Germany were not in NATO. the 
foreign forces—being no longer allied forces—would 
have to leave. But this is not the case. One final word 
from you. 


[Gratz] | know I have many serious problems. These 
include my pledge to help ensure that Germany is not 
considered a threat to other countries. This is why we 
must get to know one another well. As we say, “soldiers 
must talk, eat, and drink together.” 
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* Post-CFE ‘Framework Army’ Structure Sketched 
GOW CO0090A Herford EUROPAEISCHE 
WEHRKUNDE in German Jun 90 pp 340-348 
—FOR OFFICIAL USE ONLY 


{Article by Lt. Col. Burkhart Franck (General Staff), 
expert on mobilization with the Army Command Staff. 
“Neither Militia Nor Professional Army—Mobilization 
Force Instead of Standing Army™] 

[Text] The uncertainty of the mission, strength. and 
structure of the future German Armed Forces makes it 
impossible, at this time, to make a detailed prediction 
about the mobilization system of the year 2000. General 
observations about the prerequisites for a future mobi- 
lization system can be made, however, using the army a5 
an example. 

The military-political situation of the year 2000 will 
naturally also have a decisive influence on the mobiliza- 
tion system: The likelihood of a major war in Europe will 
have been reduced. The useable preparation time in a 
crisis will thus increase for Germany—not to six months, 
as the WASHINGTON POST claims to have learned 
from a CIA study, but to three to four weeks. This will 
permit us to maintain an army that 1s heavily dependent 
on mobilization and to provide for a time-phased mobi- 
lization sequence. 


The extent to which the army of the year 2000 will 
depend on mobilization is currently still very much an 
open question, however—this depends, among other 
things, on the future military structure. Militialike struc- 
tures, for example, would make possible a low peacetime 
effective strength, short-duration basic military service 
tours, and a high level of defense. An effective strength of 
less than 20 percent would probably require the transi- 
tion to a militia. In this case, the army would have to be 
simply structured and equipped. Despiie intensive 
reserve training activity, it would be required, following 
a mobilization, to make up for the missing training at the 
organizational and major organizational level. The 
combat effectiveness of this army would be clearly lower 
than that of a present-day partially manned army. 
Because of its low armor capability, it would not be 
capable of mobile operations and would suffer high 
losses in wartime against an adversary having modern 
equipment. The militia relies on the principle of num- 
bers at the expense of quality. It appears that, mm Ger- 
many, neither the materia! nor the psychological prereq- 
uisites exist for the imtroduction of this principle as the 
basis of the military structure. 


A professional army, on the other hand, could be kept 
qualitatively superior and to a large extent nondepen- 
dent on mobilization. Its mobilization augmentation 
could be limited to personnel replacements, medical, 
and certain logistics troops, and to those reservists who 
in peacetime occupy nonessential slots in otherwise 
manned troop units. An army such as this would have an 
effective strength of 65 percent or more. It could also be 


employed independently of mobilization measures. 
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However, with a defense manning level of 300,000 men. 
for exampic, it could only conduct limited operations, 
both regionally and timewise. Even after extended 
advance warning, it would not be capable of defending 
against a major attack or one coming from various 
directions. 


A “Framework Army” Along Traditional Lines 


More likely and more appropriate than the transition to 
a militia or a professional army is the retention of the 
“framework army” traditional for Germany. with a 
peacetime effective strength of more than 20 percent and 
less than 65 percent. Here, armored troops, with an 
effective strength level of 50 percent, and unarmored 
troops, at a level of 30 percent, would still be able to 
develop a sufficient mobilization capability and combat 
effectiveness to mect the demands of modern warfare. 
Forces more heavily reliant on mobilization will gener- 
ally fall short in conducting mobile operations— 
although here too there can be exceptions. 


And finally, a combination of the framework army with 
elements of a professional army and a militia is also 
conceivable. The framework army could also contain 
well-manned strike forces, the number of » hich would 
have to be limited, however. since their maaning would 
be at the expense of the mobilizaticn-depeudent main 
forces. In addition, it could be augmented by a “home 
guard” |Heimwehr] of the Scandinavian type, which is 
not charged to the defense manning level. 
The following assumptions underlie the reflections that 
follow: 
—Universal military service ts retained. 
—The manning level of the German Army is around 
250,000 men in peacetime and around $00,000 in 


wartime. All countries have implemented CSCE 
reductions. 


—The mission of the army includes both the defense of 
its Own territory and operations outside its own bor- 
ders—within the framework of NATO or another 
European defense organi..tion. 


—Foreign troops are no longer stationed in Germany in 
appreciable numbers. There is no jonger a “General 
Defense Plan” and thus also no longer an advance 
subdivision of the territory into combat zones 


The Necessary Fusion of Field and Territorial Army 


Under these assumptions, the following demands must 
be made from the standpoint of mobilization: The fusion 
of field and territorial army, an augmentation-onented 
effective strength distribution, a response capability con- 
sistent with the threat, and the appropriate staying 
power, which includes training for the mobilization 
assignment as well as an adequate number of mobiliza- 
tion preparation personnel. 
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A fusson of the field and territorial army is long overdue. 
The belief that a territorial army with a militia Character 
(10 percent effective strength). disadvantaged im every 
respect as regards personnel and materiel, could on its 
own become combat-ready in a matter of days. is erro- 
neous “vven manning level reductions cf 30 percent to 
40 percent, we can no longer afford the luxury of having 
two organizationally separate armies in the future— 
fortunately. one is tempted to say. For the reunification 
of the field and territorial army, the traditional solution, 
which 1s characterized by the key word “general com- 
mand,” suggests itself: unified command in peacetime, 
separation into field army and territorial army (or 
“home army™) in the event of a mobilization. 


The combining of the field and territorial army would 
put an end to the disastrous separation of the non-active 
part of the army from the active part, and would reduce 
the equally harmful consequences of the separation of 
the military personnel recruitment and replacement 
sysiem from the armed forces. The supplementation, 
stationing. and command sectors would be in agreement 
again. A major weakness of our current mobilization 
systerr. would in that way be to a large extent overcome. 


Effective Strength Distribution and Respanse Capability 


With an augmentation-onented effective strength distri- 
bution, one could also combat an additional arch-cvil 
resulting from the structure: the critical and surplus 
MOS [military occupational specialty] areas among the 
reservists. If the gradations in the effective strength level 
of the combat, combat support, and logistics/medical 
units are kept less extreme in the future, the army will 
finally be able to satisfy its assigninent requirement ior 
trained reservists having the proper MOS. In addition to 
this, a uniform effective strength distribution is a pre- 
requisite for abolishing the inequity which results from 
the fact that reservists in surplus MOS areas are cur- 
rently called up cither not at all or for only short periods, 
while critical MO'S reservists frequently serve to the end 
of the compulsory military service period or :nust train 2 
correspondingly high number of times. 


One example of what a suitable effective strength distri- 
bution might look like: Combat and combat support 
troops with an effective strength of approximately 50 
percent could preserve their mobilization capability with 
the help of the “sharing process,” while forces having an 
effective strength of less than 50 percent would have to 
link their active and inactive troop units with “mobili- 
vation units ~ 


A more uniform effective strength distribution would at 
the same time serve as the basis for a threat-consistent 
response capability. In a unified Europe and with prop- 
erly functioning armament control mechanisms, the 
threat of a surprise invasion is almost non-cxistent. 
Quick-reaction military operations are therefore con- 
ceivable primarily outside the country within the frame- 
work of NATO, the United Nations, or some other 
supranational organization. The forces carmarked for 
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this purpose should have the highest response capability 
possible in the future. Even with a greater dependence on 
mobilization, operationally available armored forces 
must retain approximately the same response capability 
that they have today. It 1s essential for this purpose that 
the “sharing principle” br made operationally workable 
and that effective forms of mobilization storage of major 
equipment items in a combat-ready and fully armed 
state be developed. As a prerequisite for this, humidity- 
controlied vehicle storage buildings must be put up in 
sufficient numbers. 


Similarly high demands cannot be made of the response 
capability of the remaining, predominantly wnarmored 
defense forces. On the other hand, it would probably 
suffice if, as part of a major organization. they could 
achieve conditional combat-readiness within seven days 
and full combat-readiness within |4 days. This state- 
ment does not apply to installation defense forces. If it 
turns owi that the army must also maintain such forces in 
the future, and cannot turn this responsibility over to the 
police or the Federal Border Guard, they should be 
created outside the defense manning level along the lines 
of the Scandinavian home guards or the Dutch 
“NATRES.” If activation orders are to nearby installa- 
trons and assuming decentralized storage of equipment, 
these forces should be operationally veady within 24 
hours. The legal basis for a militia such as this would still 
have to be created, to be sure. 


Differently than is the case today, the army must have 
the capability in the future of nding out an extended 
crisis in a mobilized condition and without a loss of 
combat effectiveness, and of sustaining or increasing its 
combat effectiveness during an extended conflict. The 
alustonic notion of a suddenly unleashed world conflict 
which is over within a few days will have outlived itself 
once and for all by the year 2000. One will rediscover the 
need to give the army an appropriate staying power 
capability. 


The measures necessary for this deserve to be separately 
presented—given here are just the key words: 


—Organizational preparation for the creation of new 
unis and reorganization following mobilization. 


—Expansion of military control to all conscripts, as 
originally intended in accordance with the compulsory 
military service law, 


—Training, assignment, and equipment of personne! 
reserves, as planned for decades. 


—Creation of a war training organization instead of the 
deactivation of all training facilities at the time of 
mobilization. 


—Closer cooperation of the forces with the military 


personnel recruitment and replacement agencies. and 
(above all) a more effective coordination of the overall 
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defense, following the example set by Swazeriand or 
Sweden (who, for their part. used the German model 
for guidance). 


Operational Units Manned to a Level of 75 Percent by 
Reservists 


that such measures be taken, and make 1 possible for us. 
also in the organizational area. to pursue the principle of 
“depth rather than breadth.” In the year 2000. the 
demand for “depth” and quality, to a greater extent than 
today, will also be related to training for mobilization 
utilization. Transforming this requirement into reality 
will be difficult, however, if—as is to be 

basic military service tour 1s shortened to 12 months and 
the willingness to participate im reserve traiming con- 
tinues to decrease. 


For the units concerned, a |2-month basic military 
service tour and six months of basic training mean that, 
when a mobilization takes place. conscripts performing 
their basic military service have to be replaced by 
reservists in every other operational unit. If, of the 
remaining active-duty personnel, another 50 percent 
must be given up as a result of “sharing.” approximately 
75 percent of our so-called active units would consist 
during combat of reservisis. For this reason, one will 
have to examine if the operational readiness of the small 
combat team cannot, indeed must not, be created im a 
shorter time than six months. 


Because of its short duration of six months, the complete 
training will probably not permit personne! serving their 
basic tour to be trained for a different mobilization 
utilization—as previously planned. On the other hand. 
the army can probably get along without this, provided 
the structural augmentation capability 1s achieved by 
means of a balanced effective strength distribution, at 
least for enlisted personnel. 


Assignment of Reservists with a “Plannable Career™ 


Another requirement concerns the assignment of reserv- 
ists. By the year 2009, it must be possible, for all soldiers 
being separated from the military service, to get their 
assignment while they are still on active duty, following 
the procedure currently being tested in a number of uniis 
within the framework of the personnel replacement 
experiment “Programming Model 90." ‘n addition, a 
plan must be demanded by means of which the armed 
forces and the military personnel recruitment and 
replacement agencies will be able to cope with the 
unresolved problem of secondary and tertiary assign- 
ments and will be able to offer the reservist a plannable 


Only after the requirements for a structural augmenta- 
tion capability and for a future-oriented planning of 
assignments have been fulfilled can an average reserve 
training duration be established for the individual 
reservist which will give him the feeling that, with 
respect to such training. he is being equitably treated. 
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Because of the separation of the Bundeswehr adminis- 
tration and the armed forces, this goal 1s attainable only 
with difficulty. The army is therefore pursuing a plan of 
developing financial inducements for reservists and 
making reserve traiming more attractive from the stand- 
port of content. 


Tests for the reserve training plan of the year 2000 have 
a:ready begun. However, as a preregarsite for improving 
the quality of reserve training as well as the other 
mobilization preparations, the army must make avail- 
able a sufficient number of mobilization preparation 
personnel. The chic! of staff of the army wants this core 
requirement to be fulfilled by means of the following 
measures. 


—Reinforcing the personne! in the functional area of 
reserve affairs at the command authorities. 


ing of an additional peacetime module 
titled “cadre personne!” for inactive units. 


—Creation of a mobilization training organization, 
which would permit the training of self-contained 
imactive units and which is not dependent on outside 
support for either personne! or materiel. 


These measures for the planning done to date for the 
“Army Structure 2000,” in addition to the provisions of 
the “Directives for the Utilization of Reservists in the 
Army” and the results of the service test “Cadre Forma- 
tion and Rapid Augmentation,” as well as the “Reserve 
Training Plan™ test, will have a far-reaching influence on 
the army in the year 2000. They are clear with respect to 
scope and effect, and contain no risks. 


In contrast thereto, the new and additional challenges of 
the year 2000 will lie more in the functional arcas of 
combining the field and territorial army with duc regard 
for the military personnel recruitment and replacement 
system, balanced assignmenis. and improving the unit 
Staying power capability. 


Compared to the task of creating the necessary prereq- 
uisites for the future mobilization army. the continued 
development of the mobilization procedures becomes 
insignificant. This is as it should be, for the procedures 
hardly need to be changed. Requiring change and 
improvement, at most, is the insufficient coordination of 
mobilization between the allies. 


It does not look as if the mobilization decisions will 
already have been made on a NATO-wide or West 
Europe-wide scale by the year 2000. For that reason, it is 
all the more essential that effective information and 
coordination procedures for a harmonious mobilization 
during a crisis be introduced into the units as quickly as 
possible. 
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* Post-CFE Operational Art Concept Elaborated 
WOW CO086A Koblen: JAHRBUCH DER 
WEHRTECHNIK in German No 19. 1990 pp 12-27 
—FOR OFFICIAL USE ONLY 


{Article by Hans-Henning von Sandrart: “Operational 
Art in the Age of Technology” —first two paragraphs are 
JAHRBUCH introduction, followed by boxed biograph- 
scal data on author] 


[Text] Although a popular topic for discussions in mili- 
tary circles, the term “operatronal command™ rarses the 
question whether there really 1s a need to redefine a 
concept which describes the relationship between 
Strategy and tactics and integraics them with onc 
another, and—if so—to identify the essence and limits of 
operational command. Although 1 may be considered 
outmoded, there 1s also the more important question 
whether i is appropriate al a time of detente and arms 
control to allow the art of operational command to 
become renascent again. 


The author, commander in chief of Allied Forces in 
Central Europe. is firmly convinced of the need to 
develop the concept of operational command further. 
Only an operational command can transform our stra- 
tegic goal of preventing war into operational concepts. 
Based on the operational theme. these concepts im turn 
affect tactical combat and supporting operations. 


[Boxed item: Genersl Hans-Henning von Sandrart, after 
graduating from high school, compicted five semesters of 
law and political scrence in Freiburg (im Breisgau) before 
joining the Bundeswehr as an officer candidate in 1956. 
After compicting his officer training he served as a 
battery commander and, from 1964 to 1966, completed 
gcneral staff training at the Bundeswehr Command and 
General Staff College. Major in 1967 and attendance at 
the Staff College in Cambericy, England. Subsequently 
G-3 of an armored brigade and member of the “Study 
Group Army” at the Bundeswehr Command and Gen- 
eral Staff C . Colonel and staff officer for nuclear 
policy at SHAPE in 1973, subsequently a branch chief at 
the Defense Ministry. Brigadier general and chief of the 
military-political section with the German NATO con- 
tingent in 1977; major general in 1980 and, until 19835, 
commander in chief of the lith Panzergrenadier 
[armored infantry] Division. Subsequently promoted to 
lieutenant general and appointed deputy chief of staff, 
operations (DCSO) at SHAPE. Sandrart served as chief 
of staff, Army, at the Defense Ministry from 1984 to 
1987 and was promoted to full general on | October 
1987; since then he has been commander in chief (CIN- 
CENT) in Brunssum, Netherlands of Allied Forces, 
Europe-Center Sector. ] 


Arguments for Command as Seen by 
( ommander in t urope-( enter Sector 


Carl von Clausewitz's “Vom Kriege” [About War] has a 
chapter on “The Ant of War.” The principles contained 
therein still apply today to modern operational planning. 
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However, Clausewriz could not have known how tech- 
naturally, he d-d not yet think im terms of deterrence 
criteria since he could not have divined the atomic age. 


Operational command is anything but ncw or revolu- 
tuonary, military history offers many examples. Military 
commanders have always had to adjust military princi- 
ples to the political and technical realities of their tr. 
and our ¢ra is no caception. 


The apparent gap between NATO's strategic goal on the 
one hand and our tactical operational principles on the 
other has been debated for several years. Thus, the 
mussing operational command level 1s not a new toprc. i 
has, however, been largely ignored by our official publi- 
cations and until recent years it was, if addressed at all. 
not treated as a “jount™ subject that extended beyond the 
individual military services. 


As the only “joint commander in chicf™ in the Europe- 
Center sector I am particularly imterested in secing to it 
that operational command in peacetime is viewed, and 
applied at all “operational levels of command.” as part 
of our war-prevention strategy, for the prevention of war 
1s the only possible strategic goal in the atomic age and in 
the competitive environment of highly developed indus- 
trial nations and alliances with nuclear weapons. 


The “Operational Level of Comunand™ 


The operational level of command, as pointed out, 
constitutes the link between the strategic and the tactical 
level of command. Headquarters at this level formulate a 


tional command structure. In this endeavor the opera- 
tional command will attermpt to employ the clements of 
time, space and forces most effectively in conjunction 
with operational goe's to serve the overall strategy which 
our governments agreed to in the course of a mutual 
We are all familiar with such basic principles of warfare 
as deciding on an operational obyective and then acting 
accordingly, gaining freedom of action; seizing the imi- 
tuative, execution end a few more. Less well- 
known 1s the that, more than anything, the imagina- 
Son gadinunionn el tethe enbashaine ed tadine ennetiteans 
the essence of operational command. Dogmatic think- 
ing—narrow-minded adherence to, for instance. the pro- 
visions of a deployment plan or rigidity in following a 
predetermined sequence of operations—must be 
avoided. Established principles of operational command 
such as flexibility, initiative, and the concentration of 
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forces remain valid. Gaiming the initiative ss almost 
always a prerequisite for success in combat, this applics 
already to the tactecal environment but even more so to 
the operational level, where the conditions must be 
created which are decisive to the outcome of the war or 
its termination. The enemy must be forced into a reac- 
tive posture. This can be accomplished in the overall 
environment of forward defense if one’s own Countecrat- 
tack interferes with a critical phase of the enemy's attack 
and also by using concentrated air power to destroy 
hostile land and air forces before they can be operation- 
ally committed. In any case, the goal must be to interfere 
with the enemy's elaborate operational plan to force 
time-consuming plan revisions and changes im the dis- 
position of forces. 


The Operational Command Level as Compared to the 
Tactical Command Level 


The objective of the tactical command level ss to prevail 
in engagements and battics. The objective of the opera- 
tional command, on the other hand, « to plan and 
execute successful campaigns. Tactics are used to defeat 
hostile forces with fire and mancuver. The ubjyectives of 
the operational command level go further. Its goal 1 to 
interfere with the enemy's high-level operational plans 
and to counter them by executing our own operational 
mlans. While the tactical command icvel is concerned 
with potential current and short-term hostile operations 
and plans, the commander at the operational level is 
concerned with medium- and long-term enemy smicn- 
trons in the theater of operations. His success depends on 
his ability to integrate a large number of complex and 
multitayered factors. Operational leadership « more 
than the summation of combat engagements. 

Let us begin with the assumption that classic mulitary- 
operational principles basically also apply to the tactical 
level. This makes it difficult to be unequivocal on differ- 
entiating the “operational command level” from the 
command of units on the tactical level. Consequently, 
there are certain gray arcas between “tactics” and “oper- 
ational command.” | believe that one must speak of the 
“operational command level” whenever decisions of a 
commander are significantly affected by nonmilitary 
factors. This belief inevitably leads to the problem of 
deciding to which “operational command level” the 
corps belongs. | am convinced that under certain cond)- 
tvons the corps level must clearly be assigned to the 
operational category, especially if it is part of a coalition 
such as NATO, in which the corps in the Europe-Center 
sector represents the highes: national level of cor. mand. 
The corps is also the connecting link between the oper- 
ational and the tactical command level. | am personally 
convinced, that the corps represents the lowest opera- 
tional command level in the Europe-Center sector, even 
though it may officially operate as a tactecal command in 
a narrow combat zone. 


There is a tendency, in my opinion, to view “operational 
command” in too narrow a spectrum. Sometimes this 
leads to misunderstandings. It is cither thought of in 
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terms of the traditvonal definition of force employment 
m a larger temporal i spatial context or, csoccially 
today. one associates “operational command™ with the 
Gecisive counterattack at the army-group or a regonal 
command level. 


While the operational command concept applies to both 
cases, they fail to provide a comprehensive definition. 
The size of the Europe-Center sector, the force ratio at a 
logistic situation can be decisive factors m deciding 
whether reserves should be offensively or 
defensively—whether they should be split up or 
employed as a concenicated force. These are exactly the 
decisions which must be made on the operational level of 


¢ Coordinating operations of land and air forces in line 

with the overall operational objective. 

¢ Integrating highly technical tasks in support of oper- 
ations as, for instance, long-range surveillance and 
reconnaissance. 

¢ Electronic warfare, rendering hostile air defense incf- 
fective, and 

* camouflage and deception. 

Such tasks develop their real momentum and potential 

only at the “operational command level.” The absence of 

an “operational level of command” is partly responsible 

for the fact that these important operational areas have 

been neglected for so long. Brigades and divisions, now 

as before. heve neither the resources, systems nor the 

command capabilities to cope with these tasks which far 

exceed those of a tactical combat zone. 


ye gee baggage sagphon ed ogy omfy LF vena 


peychetogieal oct on mais-astionsl pestle feeeen or 


the level of command. 


success of any operational plan. Thus, APCENT (Allied 


applies to crisis situations and war. Only this approach 
makes it possible to render the necessary dec sions at the 


menis for the yount melitary services on alll levels But at 
all operational command levels decrs.oms must conform 
to the joc: am Wo assure that both military services 
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prise attack 1s umpossible. A cost-effective organization 
of the verification machinery and rapid evaluation and 
communication of information thus gained 1s an impor- 
tant clement of effective arms control and a future 
requirement for the alhance. 


We must be able to recognize the goals of aggression in 
the penod of transition to war before combat ope: ations 
begin. We must not cxapect the enemy to concenirate all 
his forces near the border since such act" would 
deprive him of operat:onal efficacy. The availatic arca 1s 
too small for the simultancous commitment of all forces. 
the number of targets increases and economy of forces 1s 
lost. It 1s essential to sdentify the most mmportant targets 
over the entire breadih and depth of the enemy's dvploy- 
ments, so that we can employ and concentrate our 
lumited military resources appropriate! . 


Assumptions and information about the enemy's opera- 
tional plans and his most likely imtentions must be 
constantly reassessed and secured from the beginning. so 
that our own plans can counter enemy intentions and the 
possibility of operational surprise can be climinated Th 
recognition of enemy attack centers of his first opera- 
tional echelon and the arcas of commitment and the 
direction of movement of sccond-cchelon forces are 


most important. 


1 would now like to di.cuss briefly the differences and 
relationships between 


¢ The assessment of the enemy situation. and 
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18s also indispensabic for undersianding the general situ- 


Both areas are smportant and necessary. however, they 


Even analysts are overwhelmed by the mass of acquired 
data and must, as mentioned before. separate the “chaff 
from the wheat.” In thes process the micihgence data 
must be acquired, filtered out, and assessed which are 
needed for making operational decisions. 


The “operatwonal level of command” needs three dif- 
ferent kinds of information: 


target acquisition and identification data to 


* Third 
general and anticipated enemy situation. also needs 
precise 
assure a coordinated and effective commiument of 


A response capability and fast transmittal of intcthgence 
data are important and justified requirements in the age 
of techaology and high technology. The ~rderly deploy- 
ment and commitment of forces mm the Europe enter 
sector « based on timely political decisions. To meke 
such decisions tae political leadership must have fast 
and reliable evidence of an aggressor’s intentions end 
also a military evaluation of the data. This wil! heoome 
even more importaat as arms control agreements, demvu- 
graph trends and reduced defense appropriations will 
merense reliance on mobilization forces and owtsde 
reinforcements. The trust that has evolved between 
mjitary and polvtical imstitutrons on the national and 
international level om peacetime also effects the cred. 
bility of the military situation assessment in times of 


FOR OFFICIAL USE ONLY 

















FOR OFFICIAL USE ONLY 


10 GERMAN UNIFICATION 


crises and war. Thus, a regular, extensive dialogue 
between the military and political leadership in the 
Europe-Center sector ts important. This, too, is a tradi- 
tional function of an operational command and will 
remain an important task for NATO in the future 


Logistics 


The quantitative and qualitmtive requirements of 
modern corsbat forces for ammunition, fuel, spare parts 
and provisions are constantly increasing. Logistics no 
longer merely “intluence™ the outcome of combat but 
tend to “determine” it more and more. Delivery of 
follow-up supplies from the United States, G ‘eat Britain, 
and other countries of the Europe-Center sector must be 
assured and coordinated and must proceed over fixed 
and secure supply routes. The operational command is 
responsible for long-range logistic planning and for 
securing supplies in such a way that high-tech weapon 
systems and equipment as well as a few but decisive 
logistic reserves will arrive and be available when 
needed. In this connection I must say unequivocally that 
we absolutely need more compatibility and standardiza- 
tion. Our systems and equipment must conform to 
agreed-on NATO specifications. It is not acceptable that 
the operational command is restricted in the commit- 
ment of forces because of incompatibility; we simply can 
no longer afford it. 


The technological advances, which we want and need for 
our weapon systems and equipment, must include stan- 
dardization, lest the needed operational flexibility and 
the staying power of national forces at corps borders and 
the air bases be lost in a few days—not because of the 
size of the overall logistic task Out because of its multi- 


plicity. 
Civil-Military Collaboration 


Support by the “host nations,” the control of the flow of 
refugees and their care, the evacuation of the wounded, 
traffic control, the utilization of local resources and 
maintaining the telecommunication network all involve 
civil-military collaboration. These tasks can only be 
handled on the operational command level in close 
cooperation with national command authorities and 
civilian organizations. The commander on the opera- 
tional command level must be more aware of the impli- 
cations of his decisions in these areas than the tactical 
commander. Aspects of damage limitation and protec- 
tion of the civilian population already affect the choice 
of decisions significantly. In an alliance of free and 
democratic nations they are a prominent part of an 
operational con mand. 


Effects on the Europe-Center Sector 


To keep the peace and to prevent war our governments 
have given us the mi.ston to maintain a credible defen- 
sive military capability. A capability to react in time to 
aggression, and thereby deterring aggression, and also, if 
necessary, to engage in successful military operations, 
ending the war after an aggression and restoring the state 
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of deterrence. It is our task to provide our governments 
at all times with needed military security and with 
sufficient time to end the war by political means. In 
peacetime we must be able to show a highly visible and 
credibie potential for executing joint land/air operations. 
These operations manifest themselves in the form of two 
interrelated actions: joint land/air combat operations 
and the offensive engagement of hostile air forces. The 
synchronized manipulation of the factors of time, space, 
and forces to accomplish the operational goal is a con- 
stant challenge and calls for the imaginative employment 
of the principles of warfare. The integration of land and 
air Operations and cooperation between NATO and 
national military authorities are of decisive importance. 


The operational command must be more than just a 
collection of plans in our armored vaults; it must become 
reality through training and education of our field grade 
officers. If we simply made plans to repel enemy attacks 
by emplcying brigades, divisions or fighter planes, we 
would have misinterpreted our mission. The effect of 
new technologies on combat forces us to adjust our 
thinking. This could result in shifting units from the 
tactical to the operational level of command; for 
instance, in connection with improving air mobility. As 
soon as we move from the tactical to the operational 
level of command, the execution of operational com- 
mand will depend on intellectual and technological com- 
patibility. In the technological age this compatibility is 
already—and will remain—indispensable for the prac- 
tical application of operational command in the Europe- 
Center sector. 


As we expectantly contemplate a future world character- 
ized by disarmament and arms control—hopefully, a 
world with less political tension in which only “defensive 
military doctrines” apply—-erguments surface that 
“operational command” is superfluous. Some hold the 
opinion that, therefore, it is too late for reviving “oper- 
ational command” and that, moreover, this is the wrong 
time for it. I fail to understand this way of thinking. Such 
ideas can arise only if, subconsciously or intentionally 
but in either case mistakenly, “operational command” is 
considered synonymous with “offensive military doc- 
trine.” 


The setting of a strategic and operational objective with 
regard to its political, geographic, and time-related facets 
will not change, especially not after a reduction of 
conventional weapons and after a military equilibrium 
evolves at a lower level. This was confirmed last May at 
the Brussels summit conference of NATO chiefs of state. 
We still have the mission to guard peace and freedom 
and to keep anyone from intimidating us by demonstra- 
tions of military might. The composition and structure 
of today’s military resources will change, probably sig- 
nificantly, as a consequence of arms control agreements. 
Foreseeably, the nature and the operational extent of the 
mission will remain basically the same. The influence of 
political and strategic factors on operational command 
and planning will be stronger. 
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It is, therefore, of grezt importance to prepare relevant 
military assessments regarding proposals for negotia- 
tions and remaining military capabilities, so that our 
own ideas for arms conirol implementations are also 
made clear. In this context, regardless of the outcome of 
negotiations, it is of utmost importance that our security 
really remains assured. Arms control agreements, which 
aim to provide greater security and stability for both 
sides, must not concentrate too much on numbers and 
force ratios at a given time, no matter how important 
such numbers may be with regard to concrete proposals 
and verification agreements. To assure that the concom- 
itant, stabilizing measures will also have the desired 
effect, negotiations musi concentrate more heavily on 
the military force potential while taking the elements of 
time and space into consideration. This is particularly 
important because the partners in the negotiations must 
consider different geostrategic conditions. Such ¢' alua- 
tions are traditionally in the domain of the “operational 
command.” The close relationship between defensive 
planning and readiness, on the one hand, and balanced 
arms control, on the other, has been expressed very 
clearly and appropriately in the general concept. Opera- 
tional concepts remain an important basis for applying 
corresponding situation reports and military expertise to 
arms control. The renascence and further development 
of “operational command” is, therefore, entirely com- 
patible with today’s detente and arms control. Besides, it 
is one of the duties of a soldier to assure that the peace, 
which we have enjoyed in Europe for over 40 years, 
continues to be maintained. 


* Scale, Impact of Major Navy Cutbacks Detailed 
YOW'CO0091A Herford EUROPAEISCHE 
WEHRKUNDE in German Jun 90 pp 350-354 
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[Article by Erhard Rosenkranz: “Navy's Basic Needs To 
Be Met Despite Cutbacks”] 


[Text] By the middle of this year Vice Admiral Hans- 
Joachim Mann will present [Defense] Minister Gerhard 
Stoltenberg with the general outlines of the “Navy 2005" 
concept which takes account of all the proposed 1996 
manpower figures, i.c., representing a 7,400-man cut to 
31,000 men. The plan will call for a peacetime and 
defense structure by rank groups based on a 50-percent 
cutback of naval resources. It will also contain a proposal 
on how to adjust all the suppor: functions, ¢.g.. logistics, 
training, health care and protection of facilities, in the 
most economical manner, to the reduced naval 
resources. 


Work on the details of the plan is currently being done by 
four admirals plus support staff. The plan must be a 
concrete one so that it can be properly implemented but 
must also be flexible enough to allow changes to be made 
on the basis of altered conditions in as efficient a manner 
as possible. That is how the plan was described by Rear 
Admiral Dr. Kurt Fischer before the MOV [Naval 
Officers’ Association] general assembly in Bonn. 


GERMAN UNIFICATION i! 


50-Percent Cutback But Qualified Combat Effectiveness 


Some of the details of the pian are already beginning to 
emerge. Thus, the planners are looking at three specific 
areas, independent of purely security political consider- 
ations and expectations for the fleet, which can be taken 
advantage of so as not io suffer a 50-percent cutback in 
combat effectiveness as the naval resources themselves 
are cut by the same amouni. 


1. Utilization of anticipated longer carly warning times 
which allow for attainment of full strength/mobilization, 
for the early deployment of submarines, for example, as 
well as for defensive minelaying. Such measures will help 
to offset reductions in the number of submarines, mine- 
laying units and naval support units, at least in part. The 
proposed cuts call for a reduction of the submarine fleet 
from the present 24 U-boats to 12 and of naval support 
units from 25 to nine. 


2. Qualitative gains based on modern technology. par- 
ticularly in the case of weapon systems which can other- 
wise attain combat effectiveness solely on the basis of 
greater numbers. Modern technology can also be utilized 
for remote control mines, improved missiles and more 
efficient clectronic support and defense resources. This 
can offset cutbacks in minesweepers and minchunting 
units as well as in fast patrol boats and submarines. The 
plan is to cut minchunting units from the present almost 
60 to 25 and fast patrol boats from 40 to 25. 


3. In one instance, modern technology will make it 
possible to get rid of one entire component, i.c., the 
replacement of manned naval air units with unmanned 
drones. In other words, this calls for relinquishment of 
combat helicopters. 


A number of projects will of course proceed as sched- 
uled. Others will remain on the books. The most impor- 
tant of these are: 


In mid-March the eighth and last Bremen class (122 
class) frigate was commissioned. This means that one- 
half of the large submarine hunting units is now in 
service. 

By 1996, a total of 10 minesweepers and 10 minchunting 
boats will be added to the flect. 


Costly modernization programs for 12 submarines and 
the Sea King helicopters have been completed. This will 
make these weapon systems operational for at least 10 
more years. 


The contract for construction of four Deutschland class 
(123 class) frigates to replace the obsolete Hamburg class 
destroyers as of 1994 has been concluded. 


Advance planning for six new support units has been 
completed. Procurement is to be initiated during the 
course c! this year. 


Procurement of new submarines with entirely new type 
of conventional engine, independent of outside air, 1s a 
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technically and financially demanding project to com- 
mence during the second half of this decade. 


All these projects are part of current Navy plans which 
cover the time between now and 2004, in the samme 
manner as Bundeswehr plan 1990. The funds have been 
approved in the current budget. 


In a noteworthy address at the conclusion of the flect 
commander in chief's historical-tactical conference ear- 
lier this year in Gluecksburg, Vice Admiral Mann gave 
some enlightening answers to the question, “Is it still 
worth it?” Without a doubt, he said, developments in 
Europe are proceeding in the right direction. But he, for 
one, was not ready to subscribe to the “euphoria” of 
those who delight in these changes as if they were a 
“permanent orgy” and who are loath to use the term 
“risk.” Using the metaphor of a clock, Mann pointed out 
that the Soviet clock might still stop even if no one was 
in a position to turn it back. His meaning was that every 
big power is subject to the temptation to resort to 
“imperialist attitudes” and that the USSR might once 
more succumb to this temptation some day. Another 
risk, he said, is that emerging economic difficulties in the 
Soviet Union and in other East European countries 
might result in periods of instability. Last but not least, 
military figures do not yet reflect the momentous 
changes we are presently experiencing in the political 
arena. 


There is definitely something useful in the need for 
reevaluation, Mann said. 


During his 30 years (of undiminished threat) in the 
Bundeswehr no one informed him that German forces 
might serve some other purpose than to protect us 
against a coordinated full-scale attack launched by com- 
munist dictators in East Europe, Mann went on to say. 
Under the circumstances, he will now have to base his 
professional self-assessment on a more solid foundation 
than any sort of imminent threat can provide. We should 
be happy about moving away from war and about the 
fact that German unity is on the agenda of world history, 
he said. But, even given good neighbors a:.J a quiet 
neighborhood, the prudent householder should not fail 
to protect the :nside and outside of his home. 


Mann stressed the need for continued membership in the 
North Atlantic alliance and community of valucs. There 
is no real reason for distrust. As far as the East is 
concerned, we are now called upon to support the reform 
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processes and to protect economic development. But the 
USSR still is a big power with all the characteristics of a 
big power. This fact alone presents the potential for 
political developments which make it advisabie to take 
certain basic safety precautions. 


The navy chief of staff left no doubt that the nuclear 
deterrent seems indispensable to him, particularly in 
view of the fact that he is a Christian. He was so deeply 
impressed personally by the Hiroshima memorial, he 
said, that he feels it is permissible to ask whether it is 
more irresponsible to ban these weapons altogether (if at 
all possible) or to maintain a minimum arsenal as a 
time-tested protection of man from himself. 


Advantages of Healthy Cutbacks 


Speaking about his own branch of service, Vice Admiral 
Mann said that by the early eighties, at the latest, the 
navy could tell by the age of its units that it would 
inevitably have to reduce their number by the year 2000 
unless the budget provided for above-average increases 
in investments for a number of years. Not only were 
these funds not increased, but they were more or less 
continuously cut. As a result, more obsolete units will be 
decommissioned over the next 15 years than new units 
will be built. 


By now, he said, we know that this sounds more dra- 
matic and worrisome than it actually is—because the 
political and economic processes in the East, as well as 
arms control developments, point in the direction of 
disarmament. in addition, the cutbacks present the navy 
with the opportunity to “shrink down to healthy propor- 
tions,” as it were, to orient its programs to indispensable 
operational needs and to trim its land support opera- 
tions. The navy of the year 2005 will be able make use of 
a substantially higher percentage of modern and new 
units than today while not entirely relinquishing any of 
its present components. Last but not least the navy is 
now headed toward the kind of flexibility which will 
permit it to react rapidly and appropriately to every 
imaginable eventuality. 


In the absence of a specific threat, the navy's future 
political mission might be defined as follows: prevent 
others from actions in violation of maritime and inter- 
national law directed against the Federal Republic of 
Germany, which is dependent on the sea, and/or its 
allies. 
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Security Council Resolution on Iraq Reported 


PM0308075590 London THE TIMES in English 
3 Aug 90 p 2—FOR OFFICIAL USF ONLY 


{[REUTER.-attributed report: “Security Council Resolu- 
tion” } 


[Text] The resolution adopted by the UN Security 
Council yesterday: 


“The Security Council, 


- alarmed by the invasion of Kuwait on Augusi 2, 1990 
by the military forces of Iraq; 


- determining that there exists a breach of international 
peace and security as regards the Iraqi invasion of 
Kuwait; 


- acting under Articles 39 and 40 of the Charter of the 
United Nations: 


| - Condemns the Iraqi Invasion of Kuwait, 


2 - Demands that Iraq withdraw immediately and 
unconditionally all its forces to the positions in which 
they were located on August |, 1990, 


3 - Calls upon Iraq and Kuwait to begin immediately 
intensive negotiations for the resolution of their differ- 
ences and supports all efforts in this regard, and espe- 
cially those of the Arab League, 


4 - Decides to meet again as necessary to consider further 
steps to ensure compliance with this resolution.” 


Clark Proposes ‘North Pacific Nations Forum’ 


OW 2607013290 Tokyo YOMIURI SHIM BUN 
in Japanese 25 Jul 90 Morning Edition p 4 
—FOR OFFICIAL USE ONLY 


[Report on interview with Charles Joseph Clark, Cana- 
dian secretary of state for external affairs, by Takenobu 
lida, chief of YOMIURI SHIMBUN'’s Foreign News 
Department, on 24 July—place noi given; filed by 
reporter Saki Ouchi} 

[Text] Charles Joseph Clark, Canadian secretary of state 
for external affairs, has proposed that a “North Pacific 
nations forum” be convened as a step toward ushering in 
detente in the northern Pacific and Asia Region, in 
keeping with the climate of detente that prevails in 
Europe. He propos.d that the forum be participated in 
by the ROK, DPRK (North Korea), Japan, the United 
States, Canada, China, and the Soviet Union. He put 
forward the proposal in an interview he gave to Tak- 
enobu lida, chief of the Foreign News Department, on 
24 July. The Canadian secretary is now visiting Japan to 
attend regular Japanese-Canadian foreign ministerial 
talks. 


INTERNATIONAL AFFAIRS 13 


Clark said that he will explain this proposal to U.S. 
Secretary of State Baker and the foreign ministers of 
other countries at an enlarged foreign ministerial 
meeting of the Association of Southeast Asian Nations 
(ASEAN), scheduled to open in Jakarta on 27 July. He 
disclosed that contacts with North Korea already have 
been initiated through the Canadian Embassy in Beijing. 
Secretary of State Clark said: “Asian nations have made 
remarkable economic development in recent years. 
However, no collective security system has been put in 
place in the region to ensure this prosperity, given the 
declining influence of the superpowers.” 


“Under these circumstances, a number of regional con- 
flicts continue in Asia which pose a threat to the region's 
economic prosperity,” he said. “Therefore,” he added, 
“it makes sense to convene talks like the North Pacific 
nations forum.” 


The secretary said that “the forum will be a venue at 
which participating nations can informally exchange 
information and hold debates.” “It can be turned into a 
lasting international agency” in the future, he said. 


Secretary of State Clark explained this concept to For- 
cign Minister Nakayama at their 23 July meeting in the 
course of his current visit to Japan, and “gained a 
favorable impression.” 


He went on to say: “North Korea is the main obstacle to 
the realization of the forum. Of course, we want to 
propose the forum to North Korea as well.” He then 
revealed that “contacts have been launched” between 
embassy staff officials of the two countries in Beijing, 
“even though this is taking place at a low, limited level.” 
He added, “It is important to keep the channel open.” 


At the recent Houston summit talks, it was decided that, 
in connection with the issue of aid to the Soviet Union, 
the International Monetary Fund (IMF), the Worid 
Bank, and other international economic organizations 
would conduct basic surveys on Soviet economic reform. 
Secretary of State Clark disclosed for the first time that it 
was Canada that forwarded this proposal. He said: “At 
that time, Soviet President Gorbachev was waiting for a 
signal of aid from the outside. So, we came up with the 
idea of ‘conducting economic surveys through the IMF 
and other international agencies to use as a basis for aid 
to the Soviet Union,” and laid the groundwork for the 
surveys among all! countries through the efforts of Prime 
Minister Mulroney, the finance minister, and myself.” 


Secretary of State Clark continued: “President Gor- 
bachev was not opposed to the unification of East and 
West Germany, but expressed deep concern over the 
participation of a unified Germany in NATO. For this 
reason, in drafting the declaration (at the foreign minis- 
ters talks) for the NATO summit in late June, Canada 
tried to allay the Soviets’ concern by drafting four to five 
items in this respect.” 
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Emergency Navy Cuts Outlined The first clement contributing to this year's £600 million 


PM0108105090 London THE INDEPENDENT 
in English | Aug 90 p 2—FOR OFFICIAL USE ONLY 


[Christopher Bellamy report: “Navy Loses Nine Vessels 
in Cuts”) 


[Text] Eight ships and one submarine are among the first 
British casualties of the reduction in armed confronta- 
tion in Europe. Although the Ministry of Defence had 
said these cuts were a short-term financial adjustment 
unconnected with the Options for Change review, it 
became clear yesterday that the distinction was blurred. 
and that inflation has eaten into the potential “peace 
dividend”. 


The savings measures, designed to shave £600 million 
from this financial year’s defence budget include dis- 
posal of HMS Conqueror, the only nuclear-powered 
submarine to have sunk an enemy ship during hostili- 
tres—the Argentinian cruiser General Be.grano during 
the Falklands conflict in 1982. 


Another casualty is the advanced Seabed Operations 
Vessel (SOV), HMS Challenger, which will have some 
effect on the Navy's ability to deal with accidents 
involving submarines. She cost £150 million to build, 
and was commissioned in 1984, but has been dogged by 


probiems. 


The Ministry of Defence had emphasised that the need 
to make economies of £600 million was independent of 
the Options for Change Review, the broad outline of 
which was announced last weck by Tom King, Secretary 
of Defence. 


But yesterday's announcement described the cuts as 
“consistent with the long-term proposals outlined by Mr 
King on 25 July”. The £600 million adjustment was 
made necessary by higher inflation than expected (7 per 
cent instead of the 5 per cent allowed for in ministry 
planning). which accounts for about £300 million, and 
the other half by less money than expected carried over 
from the previous financial year. 


savings, a freeze on new financial commitments, was 
announced on | | May and lifted at the beginning of July. 
The first equipment cut, cancellation of the final batch of 
33 Tornado aircraft, was announced on 18 July. The 
latter saves about £60 million this year. 


The nine naval vessels being paid off by the end of 1990 
contribute the same amount. These are the Leander class 
frigate HHMS Phoebe, based at Devonport; HMS Con- 
queror, home port Faslane. the Oberon class submarines 
HMS Onslaught and HMS Odin, home port Portsmouth; 
the Ton class minehunters MS Gavingion and HMS 
Kirkliston, which were on standby; and the Bird class 
patrol craft }1MS Sandpiper and HS Peterel, home port 
Dartmouth. 


All these vessels were relatively elderly and due for 
expensive refits, and the Ministry said they were being 
retired so that investment could be concentrated on 
newer, more capable ships. Their crews will dispersed. 


HMS Conqueror was \aid down in 1967 and commis- 
sioned in 1971. 


In January, checks were ordered on all nuclear subma- 
rines after a problem was found with the reactor of HMS 
Warspite, an older Valiant class submarine, the same 
class as Conqueror. Since then, Conqueror has been 
moored at Faslane. The Navy has indicated that she was 
chosen fur disposal because she would have been the 
next to undergo a refit. Making her nuclear reactor 
compartment safe will be a long process. The other 
vessels may be sold for scrap or to foreign navies. 


The rest of the savings comes from several hundred 
“housekeeping” measures, affecting all three armed ser- 
vices and the civil service. One of these items is a 
reduction in this year’s Army recruiting targets from 
20,000 to 16,000. By service, the package of savings this 
year breaks down as £170 million for the Navy, £160 
million for the Army, £200 million for the RAF [Royal 
Air Force] and £70 million from defence research and 
the central bureaucracy. The major clement of the RAF 
component comes from cutting the last Tornado batch: 
the rest, as for the other services, comes from reducing 
the works programme and deferring acquisition of 


equipment. 
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Brazilian Minister Meets Paris Club President 


PY 2007185990 Rio de Janeiro JORNAL 
DO BRASIL in Portuguese 19 Jul 90 p 4 
—FOR OFFICIAL USE ONLY 


[By correspondent Silvio Ferraz] 


[Excerpts] Paris—Economy Minister Zelia Cardoso de 
Melo yesterday made it clear to the French bankers and 
company presidents that the Brazilian Government will 
only negotiate a “final” solution to the foreign debt issue 
with the banks. “This is a guideline of President Collor's 
policy, from which we will not depart,” she emphasized. 
The minister also condemned the way in which past 
governments negotiated: “Formerly, we adjusted our 
domestic economic policy to suit foreign payments. The 
Situation is now different and our domestic policy is the 
priority.” 


The minister met with Jacques Delarosiere, the Bank of 
France president and former IMF general manager. Paris 
Club President Jean- Claude Trichet: and French 
Finance Minister Pierre Borogovoy. Cardoso explained 
that her main objective in Europe 1s to show the entre- 
preneurial and financial community what the Collor 
Government has done and what results it ts achieving. 


According to the minister, the main difficulty facing the 
Brazilian Government over the foreign debt rencgotia- 
tions was tied to the lack of economic figures. The 
economy minister announced that a delegation headed 
by Economic Policy Secretary Antonio Kandir yesterday 
arrived in Washington to negotiate an agreement with 
the IMF. Cardoso said: “The next step will be to nego- 
tiate with the creditor governments within the frame- 
work of the Paris Club and then later with the creditor 
banks.” [passage omitted] 


Cardoso arrived in Paris on Wednesday evening [18 
July] from Bonn and London, and she went on to Rome 
yesterday. 


Rocard on Relations With Japan, East Europe 


OW2307024090 Tokyo ASAHI SHIMBUN in Japanese 
18 Jul 90 Morning Edition p 6—FOR OFFICIAL USE 
ONLY 


[Text] Paris Bureau, 17 Jul—The following is a summary 
of a written interview with French Prime Minister 
Michel Rocard. [ASAHI SHIMBUN] In connection with 
French trade imbalance with Japan, some French cab- 
inet members are saying that “Japan is the enemy.” 
Thus, the French Government is taking a tough attitude 
toward Japan. How do you see current Japan-France 
relations? 


Rocard: There are misunderstandings between Japan 
and France. | can only say that if the two countries 
deepen their mutual understanding. it will be possible for 
them to resolve everything and to end their confronta- 
tions. 


FRANCE 1s 


In my discussions with Prime Minister Kaifu, | intend to 
address the most difficult issue of trade, cooperation 
between the two countries in science and technology. 
youth exchanges, measures for environmental protec- 
tion, and other topics. My upcoming visit to Japan is 
very important to me. | am confident that I will be able 
to achieve significant results through exchanges of 
candid views. 

{ASAHI SHIMBUN] In the course of integrating Europe, 
France has taken a tough position, including its insis- 
tence on continued regulations on automobile imports. 
Is there any chance that France will change its position in 
future negotiations? 


Rocard: The automobile industry in Europe is facing 
serious problems regarding its very survival. France will 
not si make any concessions. | want to have 
clear-cut discussions on this problem with leaders of 
Japanese political circles and industries when I visit 
Japan. 


{ASAHI SHIMBUN] Some hold the view that “Japan's 
economic aggression is more dreadful than a strong 
Germany.” What do you think’ 


Rocard: Relations between France and Germany will 
remain in the framework of the EC and an integrated 
Europe. The unification of Germany will favor the 
French economy because markets with the social welfare 
system, consumption patterns, and competition princi- 
ples similar to ours will emerge. 


However, | feel that competition between Japan and 
Europe is far more stringent because of different compe- 
tition rules. It is not possible for us to allow either sidc to 
gain unilateral advantages in Japan-Europe trade. 


[ASAHI SHIMBUN] A sign of improving U.S.-China 
relations is the Chinese authorities release of Fang Lizhi. 
a dissident intellectual. What is the French Govern- 
ment's view on this, seeing as how it has maintained the 
toughest position toward China in the wake of the 
Tiananmen incident? 


Rocard: China is a great nation, and we want to maintain 
good relations with that country. France is keenly inter- 
ested in human rights and was deeply shocked by the 
Tiananmen incident. France imposed sanctions on 
China based not on its own decision but according to a 
common decision by EC member nations. The sanctions 
should be lifted jointly by nations which imposed them. 
At the latest summit (the Houston summit), the question 
of lifting the sanctions was discussed, but Japan was the 
only nation which took a different position. 


[ASAHI SHMBUN] You are one of the advocates of 
socialism with “a human face.” Will it be possible to 
rebuild a new socialism after the chaotic revolutions in 
East Europe? 


Rocard: The theory of rebuilding a new socialism 1s 
simple. It is to guarantee simultaneously revitalization of 
the economy and social equities. To that end, President 


FOR OFFICIAL USE ONLY 








FOR OFFICIAL USE ONLY 


Mitterrand has chosen a path called the mixed economy. 
I believe that any nation able to balance the dynamism of 
the market with the collective will be successful. in such 
a nation, it will be possible to provide better public 
services and to estabiish a better social welfare system 
and more flexibie social organizations. The failure of 
communism does not necessarily mean a victory for 
capitalism. | believe in socialist democracy. | think that 
socialist democracy 1s the only way to keep the society in 
balance. 


[ASAHI SHIMBUN] Nationalism is surfacing in Euro- 
pean nations, including the Soviet Union. What is your 
opimon of this phenomenon? How do you plan to deal 
with ultra-rightists in France? 


Rocard: The ultra-rightists in France have nothing to do 
with vationalism in East and Central Europe. The 
nationalism in East and Central Europe is moving 
toward restoration of freedom: this is frequently inter- 
preted as a rejection oi communism. In view of Europe's 
past, each nation in Europe will undoubtedly affirm its 
identity as a state. However, this should not impede the 
process of integrating Europe and the economic integra- 
tion among | 2 EC nations and the 35-nation Conference 
on Security and Cooperation in Europe. The existence of 
the ultra-rightists in our nation reflects domestic unrest. 
There are concerns about the drastically changing cli- 
mate and the strong economy of a unified Germany. | 
can understand such concerns although they have no 
ground. These two phenomenons have virtually no 
points in common, but they have a danger of bringing 
people back to egoism. Those who stay indoors at home 
instead of working vigorously in the outside world will 
degenerate. 


[ASAHI SHIMBUN] Of late, there are rumors spreading 
among people that you and President Mitterrand are at 
odds. How will the Socialist Party face the 1993 elec- 
tions? Will you run in the 1995 presidential election? 


Rocard: Our strategy for the 1993 elections is simple. We 
intend to show clearly how our policies have been 
superior in social fairness and economic efficiency: | am 
working to that end. With regard to your question on my 
candidacy for the 1995 presidential elections, | will 
answer that at the appropriate time. 


FRANCE 
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* Poll Focuses on Presidential Preferences 
QES1IO734 Paris LE NOUVEL OBSERVATEUR in 
French 12-18 Jul 9) pp 36-37—FOR OFFICIAL USE 
ONLY 

{Article by Robert Schneider: “Presidential Elections: 
Guscard Passes the Bar'”] 


[Text] On the Left, the status quo: Michel Rocard 
remains in the icad, far ahead of jacques Delors and 
Laurent Fabius. But something has happened on the 
Right: Valery Giscard d'Estaing. on the heels of Jacques 
Chirac last month, is now in the Iead. These are the two 
main lessons of the SOFRES [French Opinion Polling 
Company}-LE NOUVEL OBSERVATEUR poll mea- 
suring political leaders’ fitness for holding presidential 
office. The French think that if the election were to be 
held in the months ahead, Rocard would be pitted 
against Giscard, the eternal Socialist candidate for the 
candidacy against the “ex” liberal! 


Some 26 months after Rocard settled into Matignon, his 
“presidential suitability” remains intact. Newher his 
mediocre performance at the Rennes Congress nor the 
moodiness of the French, particularly leftist voters, nor 
the strong spring tension between him and the president 
has seriously hurt the prime minister's position: He has 
lost but two small points. Rocard 1s popular because he 
has no real responsibility, his detractors claimed before 
1988. Today he is at the helm and facing the storm, but 
with no major damage. Being in office has not worn him 
down, as it did Chirac between 1986 and 1988. Nor has 
it served as a springboard. The French have song con- 
ceded he 1s presidential timber, in 1984 (49 percent) 
even more than today. 


While Rocard’s “presidential qualities” have changed 
little since March 1990—date of our last survey—his 
image has changed substantially. He has lost ground with 
women, young people, merchants, manufaciurers, man- 
agement personnel, white-collar government workers, 
and communists. In contrast, he has gained ground with 
the elderly, ccologists, and moderates. Among leftist 
voters he remains far in the lead, but the gap 1s nar- 
rowing. He has lost two points, while his two rivals, 
Delors and Fabius, have gained three and five respec- 
tively. Both are harvesting the fruits of the Rennes 
congress. Socialist voters are annoyed with the president 
of the European Commission, now the equal of chiefs of 
states, for lining up like a mere activist behind Mauroy, 
Jospin, and Mermaz. And they credit the president of the 
National Assembly for winning the most votes among 
members, leading retiring First Secretary Pierre Mauroy, 
associated with the man who led the party for seven 
years, Lionel Jospin. 





Do You Think the Following Would Make a Good President? 














Yes No No Opinion Change vs March 1990 
Michel Rocard 46 44 _ 10 -2 
Jacques Delors w 4) is ~2 
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Do You Think the Follor ing Would Make a Good President? (Continued) 





Ya 


No Opimon Change vs March 1990 





Vv. Guscard d Estaing x7 


7 +3 





Raymond Barre 





Jacques Churac 





Semone Vil 





Michel Now 





Laurent Fabrus 





Bernard Tapre 





Francor Leotard 





Jack Lang 





Lionel Jospin 





Edouard Balladur 





Charites Pasqua 





Philippe Seguin 





Jean-Marie Le Pen 











Georges Marchars 


SISISISILIS/H(S/SiSiSiSiSisisléz 











On the Right, Giscard confirms his slow but steady rise. 
In October 1989, only 31 percent of the French thought 
the former chief of state would make a good president. In 
March 1990, the figure was 34 percent, compared with 
37 percent today. At the same time, Chirac, now paying 
for his presidential defeat in 1988 and his increasingly 
spectacular loss of authority at the head of the RPR 
[Rally for the Republic], has dropped four points in four 
months and lags far behind Giscard. Rightist voters 
switch back and forth between the two. The president of 
the RPR still retains an advantage but has lost seven 
points since March, while the president of the UDF 
[French Democratic Union] has gained five. At this rate, 
Giscard should be an unavoidable candidate by the fall 
of 1990. 





Choice of Leftist Sympathizers 


Yes 








Michel “ocard 
Jacques Detors 
Laurent Fabius 
Simone Veil 
Raymond Barre 
Bernard Tapie 
Michel Now 
Loonel Jo on 
V. Giscard PEstaing 
Jack Lang 
Jacques Chirac 
Francor Leotard 


Philippe Seguin 
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Edouard Raliatur 5 72 20 
Georges Marchars 7 9 5 
Charies Pasqua 6 82 12 
Jean-Marie Le Pen 5 v4 ; 














with Francois Leotard and Michele Barzach to create 
the “United Force,” he became just another candidate 
for plunging into the political melice is 
clear: Noir has fallen cight points with rightist voters 

Leotard six. With the renewers dropoing and 
Giscard and Chirac in 2 faceoff, the Right is back to 


surpassing Lione! Jospin and Jack Lang—and 
voters. 


> 


t the same time, Jean-Marie Le Pen stagnates: Only six 
percent of all the French think he would make a good 


is the most reassuring information obtained by our 
survey. 


FOR OFFICIAL USE ONLY 











18 FRANCE 










































































FBIS-WEU-96-155-S 
10 August 1990 


Poll conducted by SOFRES for LE NOUVEL OBSER- 









































































































































: Choice of Rightict Sympathizers VATEUR from 22 to 26 June 1990, using a national 
| Yes No sampling of 1.000 persons representing the entire popu- 
Come lation 18 and over and the quota method. 
Jacques Cherac s w 5 
V. Giscard d'Estaing $4 43 3 * Poll Finds Dissatisfaction With Government 
Jacques Delors 4) “ 3 WES1073B PARIS MATCH § in French 5 Jul 90 pp 
Raymond Barre 7 0 > 68-69—FOR OFFICIAL USE ONLY 
Michel Now - $3 2 [Text] Three trends emerge from our monthly scoreboard: 
= 1—The confidence and popularity ratings of Francois 
Franseis Leotard " . : Mitterrand and Michel Rocard are dropping (- 4, - 3 
Michel Rocard u 6s and- 2,- | respectively). Consequently, the judgment of 
Simone Veil ” 6s how France is governed shows an increase of five percent 
- in the number of those dissatisfied. 
ote == ~ : 2—Valery Giscard d’Estaing is gaining ground. For the 
Séoussd Gaflader a ” 7 first time since the creation of this PARIS MATCH-BVA 
Philippe Seguin 9 68 13 confidence poll in 1985, he comes in third. 
Bernard Taprc 12 83 $ 3—In terms of voting intentions in the legislative clec- 
tions, a slight mobilization of the Lefi enables the PS 
a ~ ~ - {Socialist Party] to gain 2.5 percent, while the National 
bean-Mone le Pen ° os ’ Front exhibits a new decline after a spectacular election 
Jack Lang 8 8S ? movement. Starting with 12.5 percent in March, it 
Lione! Jospin ; 49 1 a 
on ; percent by mid-May. 
Wich of Thee For Pras Het Fits Your eno 
Feb 88 Apr 87 Le Pen Now 
canine 
Like hes personality 7 40 4) 35 17 4) 
Do not he hrs personality $3 4 45 “8 A 2s 
Share his ideas Mw ” 37 ” 19 29 
Do not share hes sdcas S4 49 Si $3 71 w 
R24. 
Which of These Four Phrases Fits Your Idea of: 
Delors Apr 87 Fabwus Apr8? | Minerrand | Feb8® | Rocard | Feb Ss 
Loke his personality 40 45 u a 45 $1 43 45 
Do not lhe brs personality 2” uN $2 “4 4) 35 4) 4) 
Share his ideas “ ~ u Ma 45 43 4) as 
Do not share his ideas 4s 37 $2 ry 43 43 “4 43 
Bloctloes Wane o Be on 
for Whick Candidate Would | Vou ‘Be’ Most Likely To 
ote” 
jun 90” May 9) French Democratic 1 3 
Far Left ! i Unvon 
Communist Party ‘ ’ Rat for the 25 2 
Soctatin Payette Radwal 5 28 — T T 
Total 05 w Total (last 3) 7 “ 
Ecologist as a is “17 percent of registered voters expressed no voting intentions 
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Confidence Rating of Officials Confidence Rating of Officials (Continued) 
Confidence No Confidence Confidence No ( onfidence 
Mitterrand 4? 40 Pasqua 28 $$ 
Rocard 45 4! Seguin 27 ” 
Grscard 42 4s Fabius 27 $$ 
Delors 4! 33 Mauroy 26 $7 
Lang 4) 42 Chevenement 22 “9 
Now “0 \4 Mehaignenec 21 “9 
Veul 40 “4 Juppe 20 $3 
Barre 9 a Le Pen i6 72 
Waechter a) ar Marchas i! 9 
— 4 = National survey conducted using a representative sam- 
Tapre % “8 pling of the French population 18 and over. Questions 
Leotard 3 4s concerning voting intentions in the legislative elections 
Sengeven " aa were put to 3,600 persons from | to 6 June and 15 to 20 
June, other questions to 873 persons from 15 to 20 June 
Berzach 28 “ 1990. Sampling based on quota method: sex, age. pro- 
Jospin 28 $1 fession of head of family, occupation of person ques- 
tioned, region and of commune. Following 
margins of error: +/- 1-2 points for legislative voting 
intentions, +/- 2-3 points for overall results, +/- 4-5 
points for results based on mayor political groupings. 
What Is Your Opinion of Francois Mitterrand as President? 
Overall May 90 Leftsst Voters Rightest Voters Nerther 
Good $2 S4 85 22 $7 
Bad ”7 ”7 3 ” 27 
Do not know il 9 2 5 16 
Are You Satisfied or Dissatisfied With the Way France Is Governed? 
Overall May 90 Leftrst Voters Rightrst Voters Nerther 
Satisfied ss 40 6? 12 rr) 
Dissatisfied $7 $2 u 8s Sk 
Do not know s s 2 3 ? 
What Is Your Opinion of Michel Rocard as Prime Minister? 
Overall May 90 Leftsst Voters Rightist Voters Nerther 
Good a9 $0 4 x2 4? 
Bad “ av 20 65 32 - 
Do not know 13 14 6 5 21 








All Things Considered, if You Were a Deputy, Would You Give Michel Rocard’s Government a Vote of Confidence? 














Overall May 90 Leftust Voters Rightist Voters Neither 
Yes 7 35 67 1$ 3 
No 4) 44 21 ae] 45 
Do not know 21 21 12 i 32 
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* Mitterrand-Rocard Conflict Seen Intensifying 


WES1073C Paris PARIS MATCH in French 
5 Jul 90 pp 64-65—FOR OFFICIAL USE ONLY 


[Article by Valerie Massonneau: “Rocard in the Eye of 
the Storm™] 


[Text] “Once every six months, Mitterrand kicks the 
coconut palm very hard, then surveys the damage. If the 
monkey 1s still in the tree, he leaves well enough alone.” 
This ts how Rocardians describe the glacial atmosphere 
egalitarian speech the president delivered in Auxerre. 
The reader will have guessed the “monkey” is Michel 
Rocard. One of Rocard’s advisers adds sarcastically: 
“The problem is that the Socialists, who understood 
absolutely nothing. then proceeded to pick up the falling 
coconuts and, imitating the president, are now heaving 
them at the monkey. And there you have it.” 


For three weeks, the exasperation of Socialists and the 
presidential entourage with “the entrenched prime min- 
ister”—now embarking upon his third year'—has 
reached a peak. “As carly as June 1988 and until the end 
of 1988, the Sociali: Party thought Rocard would be in 
Matignon oniy termporarily. In their minds, a Rue de 
Varenne heretic simply could not last,” Rocardian Euro- 
pean Deputy Gerard Fuchs explains. “They have to 
convince themselves they exist,” adds Minister of Social 
Affairs Claude Evin in reference to the president's aides. 
Another Matignon adviser: “We are in control: they are 
in the Elysee and getting bored there...” 


Whence the rumors and a series of editorials and well- 
researched articles predicting that in the near future. 
Mitterrand is reportedly about to press Rocard's cjyector 
button. 


The Rocardians laugh, or rather, try to laugh and play 
down this routine crisis of the Fifth Republic, the 
inevitable confrontation between the president and his 
prime minister. “The Socialist Party is losing its nerve 
before we do,” one of Rocard’s friends comments. “lt 
does not realize that Rocard has an infinite capacity for 
“taking it’.” Still another: “The prime minister (which is 
how Rocardians always refer to him) are long accus- 
tomed to adversity. From the time he was small, Rocard 
has learned to take anything from a very strict atomic 
scientist father and mother...” 


Whatever the case, the attacks directed at Rocard for the 
past three weeks are increasing in number and Mitter- 
rand is doing nothing to stop them, as if he basically does 
not believe his prime minister's detractors are wrong... 
Claude Evin opposes this logic: “There are definitely 
people, in the Elysee and the Socialist Party, who are 
now beginning to wonder. Between rumors and fact, just 
take a look! | am certain of two things,” he says: 


1—“It 5 easier to keep a prime minister than switch. 


FBIS-WEL-90-155-S 
16 August 1990 


2—Mitterrand must retain the possibility of launching 
the Rocard rocket as late as possible in case of a serious 
social cresis’™ 


The prime minister's traveling companion adds: “To fire 
Rocard now would be to throw away the joker.” Gerard 
Lindeperg. natsonal coordinator of the Rocavdian move- 
ment, makes the same analysis: “Today, nothing justifies 
changing prime ministers. | truly do not see who could 
do more for Mitterrand than Rocard.” Another Mati- 
gnon adviser: “One truly has to have a good reason to 
change prime ministers. Mitterrand cant get mid of 
Rocard just because he gets the same ratings in the 
polls'” Yet another Rocardian adds: “You never get md 
of a prime menister who beats you in the polls, their two 
names are now inseparable... To break with Rocard 
would be too dzngerous for Mitterrand; it would be a 
gift.” 


Michel Rocard’s friends unanimously believe that no 
matter what happens, Rocard will never resign: “Rocard 
will never leave the government unless they kick him 
out,” one of them says. “He already resigned once when 
he was minister of agriculture and he will never do 
again. Only Mendes France and Savary were blind 
enough to do it. Just look at Chirac: He resigned when he 
was Giscard’s prime minister and has never recovered.” 
Rocardians are betting on the strategy of longevity. The 
prediction of one minister: “The months ahead will 
include Rocard and probably for much longer than we 
think... . Only when he wants to leave will he finally get 
himself “asked” to resign.” Only Michel Sapin, deputy 
and chairman of the Legal Commission, admits: “The 
prime minister has recently been somewhat concerned 
about his fate.” 


Nevertheless, Rocard exhibits an appropriate optimism. 
His golden rule, he telis his people, is to tell the French: 

We just work hard: we have our shoulder to the wheel,” 
based on the sole principle that “Power crodes only when 
used improperly.” 


But the sporadic attacks heard here and there are noi 
directed solely at Rocard. For the first time since 1988, 
even in the ranks of die-hard Socialists, one hears acerbic 
remarks about Mitterrand: “He no longer has the same 
authority he had before, no longer manipulates men as 
he did before. can no longer calm the storm....” One 
Rocardian says perfidiously: “God is no longer God, but 
it doesn't matter. He can survive perfectly well without 
being God....~ 


Every second Thursday, Rocard invites “his” ministers 
and the members of the PS [Socialist Party] Executive 
Office in his camp to a breakfast or dinner. A passionate, 
seasoned sailor, he always likes to define his relations 
with “the boss” (his label for Mitterrand) as soon as he 
arrives: “Today, the wind is a four” (when things are 
nearly fine) or “It's a nine” (when things are really going 
badly). Recently, in evaluating the weather for his 
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friends: “Right now, it's a six.” Translation of the sailor's 
jargon: “Bad weather, but still manageabic.” He expects 
a lull by summer. 


* Poll Finds Ambivalence on African Debt 
WOES1I039A Paris PARIS MATCH in French 28 Jun 9 

















p 67—FOR OFFICIAL USE ONLY ho Grane caianaie ath eat aeaiens & 197. 
and Royale ships may dock, refuel, and take on fresh 
[Text] supplies at Antseranana, formerly Diego-Suarez. 

Do you approve or disapprove of the president's decision to cance! Madagascar's Fr4 billion debt with France” 
fa Toul PC ps Ecology UDF RFR FN 
Approve 7 “ $$ $0 3s » 2s 
Disapprove 4? $$ 3 “ $7 00 8 
Deo not know 16 ? 12 14 + 4 ? 
































The debt will also be canceled for 35 of Africa's poorest 


countries. Do you approve or disapprove of this decision” 


















































Total Pc PS bcology UDF RPR FN 
Approve “ 27 64 $$ 42 “ 14 
Dusapprove 42 65 27 a 4a $1 oe 
Deo not know 14 . 9 % 14 9 1? 
In your opinion, French aid to Africa is: 
Total Pc Ps Ecology UDF RPR FN 
Well spent 19 is 24 20 16 14 17 
Poorly spent $9 7s $7 se at] on 77 
Do not know 22 ? 9 21 26 is 6 





























S ace decolonialization, has France done too much, too little, av just enough for the African countries? 

































































Tonal pc Ps Ecotogy UDF RPR FN® 
Too much 22 12 8 22 23 28 “ 
Too litle 28 $7 32 2 23 25 5 
Just enough 32 8 35 w 4) 35 \4 
Do not know is 13 1$ 19 13 12 is 
Caution should be exercised un interpreting results due to the small numbers 

In your opinion, what is the main reason for the president's decision” 
Total Pc Ps Ecology UDF RPR FN 

Suppor the regume im power 14 i$ 13 12 14 19 12 
Defend French financial mmterests in 28 25 3 2 9 M4 10 
these countries 
Show generosity to these countries 24 20 w 27 27 21 35 
French domestx policy 20 3 16 20 27 is MM 
Do not know 14 ? s 12 13 i ? 
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Would be for or the ' of Finance tell cach the of his taxes devoted to the 
you against having the Ministry | senpayer percentage 
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National survey of a sample of the French population 18 
years or older. The survey was conducted by tcicphone 
on 18 June 1990 among 801 persons. 


Quota sampling method: sex, age. profession of head of 
household, employment of person interviewed, region. 
and category of communc. Results reflect the margin of 
error imherent in any poll and margin of error due to 
sample size 

Margins of error ~~ as follows: plus or minus two or 
three points foro. all results; plus or minus four or five 


* Interview With WEU Secretary General 


WESIOI4A Paris ARMEES DALJOURD HU in 
French May 90 pp 17-19—FOR OFFICIAL USE 
ONLY 


[Interview with Willem van Eckelen, Secretary General 
of WEU [Western European Union}, by Enc Dell-Ana 
and Pierre-Yves Le Bail; place and date not given. first 
paragraph « ARMEES D'AUJOURD HU! introduc- 
tron] 


Text] The Western European Union [WEL]. the only 
uropean institution in the field of defense. has. since 
the 1987 reform at The Hague. appeared as the forum 
which could provide a model for security. For ARMEES 
DAUJOURD'HUIL, Willem van Eckelen talks of his 
initial impressions and his hopes. 
[ARMEES D'AUJOURD'HU!] Mr. Secretary General, 
you are a diplomat. Have the many prestigious positions 


you have held nationally prepared you to be the secretary 
general of the WEL” 


[van Eeckelen] To a certain extent, yes, because of my 
experience in security policy. A diplomat for 20 years. | 
had various assignments with the Foreign Affairs and 
Defense Ministries, frequently dealing with European 
affairs, such as the post of advisor to the Netherlands’ 
mission to NATO, of two years as defense minister from 
1986-88. When I left Dutch politics, my candidacy and 
election, to this office were therefore almost a natural 
continuation. 


[ARMEES D’'AUJOURD'HU] Are you in a position to 
draw any initial conclusions since you took office’ 


[van Eekelen] 11 is still a little premature. But | believe 
that, with the improvement in East-West relations and a 


potential American withdrawal, 1 1s now that the need to 
build a European security system 1 more urgent than 
ever. 


Forst of all, because budget restrictions require Coopera- 
tron for a better cost-cfficiency ratio. Then, we have an 
opporiunity to balance the American and European 
comtributvons to the defense of Europe, which was pri- 
marily in the hands of the United States up to now. 


Thuas leads me to envisage, in somewhat the same way as 
Jean Monnet. the creatvon of a multinational force which 
would provide a start to the solution of the German 
probiem and the future defense of Europe. On the one 
hand. it could help reassure the protagonists of the new 
situation, and. on the other, it could prevent a neutralist 
move in reaction to the prospect of German unification. 


This multinational force would have the advantage of 
bemng accepiable to the USSR in the GDR. im contrast 
probably to US forces. We must, however, marmtain a 
lomk with the Americans, through the NATO command, 
which it is out of the question to eliminate. We will 
probably have to formalize the existing accords differ- 
ently, with integrated commands similar to those of 
SHAPE. 


[ARMEES DAUJOURD'HUI] Have the reasons for 
WEU's existence profoundly changed since 1948” 


[van Eckelen] To a certain extent, yes. In 1948, the 
Brussels treaty had a different orientation, as a result 
primarily of the Soviet threat, but also because of the 
need for security vis-a-vis Germany. In 1954, there was 
a move to introduce West German forces this time into 
the Western defense system. The FRG had to agree to 
provide certain guarantees on the production of chem- 
ical and nuclear weapons, and on the use of certain 
military equipment, with the authorization of the WEU 
countries 


Three successive reforms of the organization took place 
after that 


The first followed the association of the FRG and Italy in 
1954 


The second took place in the 1960's, after General de 
Gaulle’s veto to Great Britain's membership in the EEC 
The WE at that time had the advantage of having as 
members the six Common Market countnes and Creat 
Britain. Four tomes a year they could meet to discuss 
mayor issues of mutual interest 
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[van Eel.cien] Beyond the ficids of economics and polr- 
lcs, ff Contributes a dimension of security. To pxctere 





[ARMEES D'AUJOURD HU] In view of the upheavals 
m the East and the arms contro! debate, what can the 
WEU's specific contribution be’ 

{van Eekelen] First of all, in a conceptual contest, « can 
define the multinational force that has already been 
spoken of, determine the American role in relation to the 
European role, and cxpress its views on the USSR's 
security needs, from the perspective of its withdrawal to 
its Own territory, along with the question of guaranices. 


of the organization. In this way, technical problems 
could be sized up and resolved prior to actual imp!emen- 
tation. We would gain in efficiency. 


[ARMEES D’'AUJOURD'HUI] In your opinion, could 
the WEU open its doors to other countries, and specifi- 
cally Eastern European countries, in the long run’ 


[van Eckelen] This possibility seems distant to me. My 
theory of concentric circles shows that | am ready to go 
far, but | refuse to apply the same solution to all. In the 
area of foreign policy vis-a-vis the East, nothing has been 


that these countnes must be given aid, perhaps through 
association with the EEC. But the unity 
could not be the same as with the Twelve, at least in the 
beginning. Other questions arise: what should we do if 
Turkey and Norway do not join the Community’ 


There 1s also the problem of the neutral countnes, such as 
Austria, which would like to become a member of the 
Common Market. Although in my opinion we should not 
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expand the WEU to include countries which are not 
members of the EEC, neither should we accept neutral 
countries for the time being, since at the present time, 
neutrality still has a meaning in the area of foreign 


policy. 


[ARMEES D’'AUJOURD'HUI] Despite these many dif- 
ferent situations, what in your view does the idea of a 
European identity imply? 

{van Eekelen] It requires us first of all to define our 
security ‘nteres's and adapt this definition to an evolving 
situation. 

It should specifically reflect the political determination 
to do something together. It should be incorporated into 
a common foreign policy, since the two dimensions are 
inseparable. To a certain extent, defense forms the first 
chapter of integration; but this is also the most delicate 
area, for it involves sovereignty and national intr rest 


[ARMEES D'AUJOURD'HUI] Does the WEU have a 
policy of dissuasion? 


[van Fekelen] For now, the ties with the United States are 
pred minant in this area. But in The Hague’s platform, the 
French and British contributions to dissuasion were 
acknowledged. In fact, I have the impression that the West 
is unconsciously moving forward in the direction of the 
French strategy, that is from weak to strong, instead of 
gradual retaliation. As the threat is reduced and the Soviets 
tend to move back into their territory, the use of designated 
targets as we have had up to now will no longer be necessary. 


[ARMEES D'AUJOURD'HU]] Will the structures of 
the WEU evolve in the long run? 


{van Eekelen] On | July, the WEU's Institute of Strategic 
Studies will begin operations. This institute will be based 
in Paris. 

it will make it possible to mobilize a potential in universi- 
ties, institutes, and ministerial planning offices, to develop 
the practice of dealing with strategic issues in common. The 
policy decided on is to form working groups to study 
specific issues. Thus, following the American pattern, the 
institute will form a community of research workers who 
will become the craftsmen of European defense. 


[ARMEES D’AUJOURD'HUI] Mr. Secretary General, 
what do you want from your term of office? 


[van Eekelen] | would like to be able to help build a 
European pillar as concretely as possible. We will need to 
develop a plan for the next 5 years and study the matter 
of restructuring our forces, at a time when the concept of 
threat seems to have changed. However, we must not 
confine ourselves to intellectualizing, but we must come 
up with tangible proposals: being a pragmatic 
Dutchman, this is important to me. 


Footnotes 


(1) Washington agreement of December 1988 on inter- 
mediate-range missiles. 
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[Box p. 19] 


Biography of Willem van Eekelen 


Born on S$ February 1931 in Utrecht, the Netherlands, 
Willem van Eekelen holds degrees in law and political 
science. 

In 1956, he joined the foreign service and occupied 
successively posts in New Delhi (India), London (Great 
Britain), Accra (Ghana), Paris (France), and Brussels 
(Belgium). Elected a deputy to the Dutch Parliament in 
1977, he became state secretary for defense ir 1978 
before being re-elected as a deputy in 1981. At that time 
he also had a seat in the assemblies of the Council! of 
Europe and the WEU. 


In 1982, Mr. van Eekelen was appointed state secretary 
for foreign affairs, then defense minister in 1986 and 
secretary general of the WEU in 1989. 


* Poll Finds Rocard, Mitterand Neck-and-Neck 


90ES1034A Paris L'EXPRESS in French 
1S Jun 90 p 4S—FOR OFFICIAL USE ONLY 


[Text] The president and his prime minister are slowly 
reconquering lost ground in public opinion. Since last 
month, the two executive leaders have gained another 
two points. Is this because the president is taking a more 
leftist line? In comparison with last month, his approval 
rating among leftist voters has risen from 76 to 85 
percent. More surprisingly, Michel Rocard has also 
improved his standing among the same voters, with the 
support of 79 percent of the leftist constituency, com- 
pared to 72 percent in May. 









































President's Popularity 
Do approve or disapprove of Francois Mitterand’s 
an handling of the ? 
Increase/Decrease 
Approve 53 (+ 2) 
Disapprove 35 (- 1) 
No Opinion 12 (- 1) 
Prime Minister's Popularity 
Do Michel pause 
atin on ee ie 
Increase/Decrease 
Approve $3 (+ 2) 
Drsapprove 4 (=) 
No Opimon 13 (- 2) 











Lous Harris Institute poll conducted on 8 and 9 June 1990 among 
1.005 persons 18 years or older comprising a representative sample of 
the French population Quota method. 
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* Mistral Missile, Orders Discussed 


~°FS$1040C Paris AIR & COSMOS in French 
90 pp 24, 29—FOR OFFICIAL USE ONLY 


by Pierre Langereux: “Ten Countries Have 
u.  ~ od the Mistral] 


[Text] Matra now expects to have ten clients for its 
short-range ground-to-air missile, the Misiral. Qatar's 
order is going to be announced at Satory 90. Countries 
already known to have placed orders include France. 
Belgium, Finland, Saudi Arabia, Abu Dhabi, and 
Cyprus, as well as one South American and two Asian 
countries whose identities have not been divulged. 


These orders represent in all about 6,000 missiles, of 
which about 2,500 are for France, which will purchase 
land, naval, and helicopter-borne versions of the Mistral. 
Finland and Abu Dhabi have ordered the naval version, 
and all the others, including the Arab Emirates, have 
ordered the land version (it comes in both single- and 
double-tube models) that will be shown at Satory 90. 


Adopted by Italy and Spain 


Other countries are expected to be added to the list of 
Mistral buyers in the near future. Italy has just recently 
decided to purchase the French missile, which will be 
manufactured entirely under license by the Italmissile 
consortium made up of Selenia, OTO Melara and BPD. 
each of which holds a one-third interest. Italmissile will 
manufacture the entire weapon as well as the tripod 
launch platform, but may also develop a new mounting 
for the army. Italy has decided in principle to order the 
fabrication of 4,000 to 5,000 Mistrals. Spain, which has 
also adopted the Mistral, is planning to order 2,500 to 
3,000. Norway has also chosen the Mistral for close-in 
defense of its surface ships. 


Mistral is also in the running in Austria, Denmark, 
Singapore and South Korea; competitors include the 
Stinger, the Starstreak and the RBS-70. Denmark, which 
had previously opted for the Stinger, hav now decided to 
compare it against the Mistral. A final decision 1s 
expected by the end of August. 


In addition to the assembly work under license in Italy. 
Matra plans to involve more than 20 Belgian, Danish, 
Spanish, and Norwegian firms in the manufacture of 
important Mistral components. In fact, Norway 1s 
expected to get a contract to build all the “Simbad” 
naval launch platforms that go with the program. 


93 Percent Success in Testing 


Three versions of the Mistral will be offered, to accom- 
modate various intended uses and launch platforms. The 
land version is offered in a single-shot version with the 
Manpads tripod, a “double-barreled” version using 
Alamo, Albi or Atlas mountings, and a four-tube version 
with Santal turret. The naval version is available with 
two or six missiles on Simbad or Sadral mountings. The 
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helicopter version 1s designed specifically for the four- 
tube ATAM [expansion unknown] carriage. 


The land version underwent technical-operational 
testing in the last half of 1989. Some 44 missiles were 
fired, eight of them carrying explosives, with a 93 
percent success rate. The testing confirmed the opera- 
tional characteristics of the missile: range up to six 
kilometers, altitude up to 2,000 meters, and mancuver- 
ability under accelerations in excess of five gravities. The 
missile was tested against various subsonic target drones 
including the Banshee, Chukar, CT20, and C22. 


Several Mistrals were fired at Alouetie-2 helicopters, at 
CEL and CEM [expansions unknown]. The helicopters 
(decommissioned) were set on the ground and partly 
camouflaged behind trees or a wall. Nevertheless. the 
Mistral pulverized them, with the help of its extra-high 
firing angle, which yields a trajectory that gently arcs into 
a plunging attack, and the large acquisition window of its 
thermal infrared auto-gv' dance system. To our know!l- 
edge. the Mistral is the only very-low-altitude ground- 
to-air missile with this capacity, which means increased 
effectiveness against camouflaged helicopters. 


Matra has also completed development, at its own cost. 
of the Santal weapons system to be mounted on the ERA 
Sagaie or VAB [expansion unknown] light armored 
vehicle. This mobile land version incorporates a Matra 
fire contro! system, a Hispano-Suiza turret, a Rodeo-2 
firing radar from ESD and a Castor thermal infrared 
camera from TRT. Operational testing by the army has 
demonstrated the Santal’s capacity to acquire and 
pursue moving targets. It can even be fired while in 
motion, if the terrain is not too undulating. The French 
Army succeeded in hitting a Banshee target using the 
Santal. But as a cost-cutting measure the French detense 
minister refused to order Santal for the Rapid Action 
Force (FAR). This version of the Mistral will neverthe- 
less be offered for export on light armored vehicles. On a 
simplified mounting—the Alamo, Albi or Atlas—the 
Mistral could also equip various French light armored 
vehicles, including the VLB [light armored vehicle] and 
the VAB. 


The French Army accepted the ground-to-air Mistral on 
8 January of this year and began equipping the Sist 
artillery regiment with them. The unit will carry its 
Mistrals with it into the Fourteenth of July [Bastille Day] 
parade. The Navy installed the first operational naval 
Mistrals on the frigate Cassard as carly as August 1989. 
Thus armed, the vessel was dispatched to Lebanon. So 
the naval and land versions of the Mistral have been in 
mass production since last year. 


ATAM and HAP 


Matra 1s also continuing to develop the helicopter-borne 
ATAM version. This version, adapted for air-to-air 
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combat between helicopters, is intended to be mounted 
on today’s Gazelle helicopters and the future support- 
protection helicopters (HAP) of ALAT [expansion 
unknown}. Thirty Gazelles will be equipped with the 
Mistral pending arrival of the French HAPs, but Ger- 
many 1s also interested in acquiring them for its own 
HAPs. Recently, some thought has also been given to the 
idea of installing the Mistral on the future Franco- 
German antitank helicopter (HAC). Two Mistrals would 
thus provide self-defense capability for helicopters that 
would carry six (instead of eight) AC3G antitank mis- 
siles. 


Aerial Qualification Begins 


In 1987 Matra won a contract for the development and 
industrialization of the ATAM, including its qualification 


1990. Three missiles, propelled and programmed (without 
auto-guidance but with automatic pilot to simulate an 
interception trajectory), were fired from a helicopter hov- 
ering in a stationary position, then from one moving at 
150-220 kilometers per hour. Several additional test firings 
are scheduled between now and the end of July. This 
autumn, two guided missiles will be fired from helicopters 
in flight at another helicopter, completing the builder's 
testing program. More guided missile firings for technical 
qualification are scheduled for mid-1991, and firings for 
operational evaluation in 1992. The helicopter-borne Mis- 
tral will go into service in early 1993. 


in conjunction with McDonnell Douglas, Matra has also 
begun work on adapting the Mistral to the American 
Apache A4H64 combat helicopter. The adapted version, 
being developed at their own initiative, has already been 
tested for target acquisition, but not in actual firings. 
Matra and McDonnell Douglas are currently negotiating 
with the American authorities about the possibility of a 
U.S. Army operational evaluation of the Mistral on the 
AH64, including test-firings. But this evaluation, if the 
Americans agree to it, would not take place until after the 
Mistral is test-fired from French helicopters, thus not 
‘efore 1992. No other helicopter adaptations of the 
Mistral are in progress. But Matra is holding talks with 
several foreign missile builders, including Agusta, West- 
land and MBB. 


* Poll Measures Le Pen, FN Popularity 


QOES1034B Paris L‘EXPRESS in French 
18 Jun 90 p 49—FOR OFFICIAL USE ONLY 


[Excerpts] [passage omitted] According to Carpentras, 
the PS [Socialist Party] asked SOFRES [French Opinion 
Polling Company] to conduct a public opinion poll. 
[passage omitted] 
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March June 1990 

19e0" 
Immigration 3 24 
Law and order 2” 22 
Defending our natronal sdentity 17 12 
Defending traditional values i 10 
Social problems 10 7 
AIDS 6 5 
Criucism of the economy + 3 
Rejection of mainstream politics 3 
Opposition to the Socialists 5 2 
Criticism of the RPR and the UDF 5 1 
None ” 49 
No opimon 6 : 











Totals exceed 100 percent because several responses were allowed 
*FIGARO/SOFRES poll. 
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June 1990 

Very sympathetic 2 2 
Somewhat sympathetic 10 9 

Total 12 i 
Rather unsympathetic 21 19 
Very unsympathetic 61 6? 

Total 82 86 
No opimon 6 3 
*FIGARO/SOFRES poll 








De yes you think that the National Front and Jean-Marie 
are 











ry daa hy doy Ab fap eb 
Yes, they are a danger 65 
No. they are not a danger 28 
No opimon 7 








The poll was conducted by SOFPRES for the Socialist Party from | to 6 
June 1990 among | 000 persons constituting a representative sample 
of the population 18 years of age or older. 





* Description of Eryx Missile, Delays 
9OES1040D Paris AIR & COSMOS in French 
30 Jun 9 p 19—FOR OFFICIAL USE ONLY 


{Article by Pierre Langereux: “Eryx in Production by 
End of 1991 or Early 1992") 
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[Text] The new short-range Eryx was among the parioply 
of antitank weapons Acrospatiale presented at Satory. 
This 135-mm caliber antitank missile is intended to 
replace—at comparable price but with improved perfor- 
mance—the current 89-mm and Apilas 112-mm anti- 
tank missiles. The Eryx will have performance charac- 
teristics Comparable to those of the Milan !15-mm 
antitank missile. 


The Eryx is a piloted missile, wire-guided by manual 
remote control, with a firing platform equipped with 
optronic camera and viewer. It is a light weapon. The 
firing platform, with targeting scope, weighs only 3.4 kg. 
and the entire weapon weighs | | kg (the 9.8-kg missile is 
equipped with paired hollow-shaped 135-mm caliber 
charges weighing 3.6 kg). The Eryx can be fired from an 
airtight chamber and will penctrate up to 950 mm of 
homogenous steel armor, so it will be able to destroy the 
tanks of the year 2000. The maximum range is 600 
meters, and it can hit a target at that distance in about 
four seconds. The missile can be fired in a confined space 
or in the open, against fixed or mobile targets, including 
concealed targets moving at speeds up to 45 kilometers 
per hour. 


Aerospatiale has announced that by the end of the year it 
will complete industrial qualification of the missile, 
which was jointly with Giravions Dorand, 
Sagem and SNPE [National Powder and Explosives 
Company]. Operational evaluation by the French Army 
will take place in mid-1991, and mass production will 
Start in late 1991 or early 1992. Deliveries should begin 
in the third quarter of 1992. 


Guidance System Problems 


The development program is thus lagging about a year 
behind schedule. According to an Aecrospatiale 
spokesman, this delay is due both to changes in specifi- 
cations (no details given), which are currently being 
implemented at the behest of the French military, and to 
technical problems in Eryx's development. These prob- 
lems mainly had to do with flaws in the missile’s guid- 
ance logic which caused it to fly too low when fired. But 
Aecrospatiale says these problems have now been 
resolved. 


The Eryx will be used by infantry units in the French 
Army. But it will also be offered for export. Acrospatiale 
has already selected a Canadian partner to supply 
Canada with about 10,000 Eryx. An office has been 
opened in Ottawa to manage the order, which is still 
pending, and to carry out a joint evaluation of the Eryx 
in Canada. Everything is ready to begin, as soon as 
appropriations from the Canadian military budget are 
made available. 


The potential market for the Eryx between now and the 
year 2000 is currently estimated at about 200,000 mis- 
siles. 
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* Thomson-CSF Strategies Discussed 
WES1040B Paris AVIATION MAGAZINE 
INTERNATIONAL in French 1 Jul 90 pp 12-14 
—FOR OFFICIAL USE ONLY 


[Article by Adrien Popovict: “Optimism About the Arms 
Market? Thomson-CSF Replies” ] 


[Text] Negotiations on every front, almost universal 
decline in national military budgets, tremendous change 
in the organization of the Atlantic Alliance and upheaval 
in the Warsaw Pact: The arms market 1s going through a 
difficult time... 


The global decline in armament spending—a decline of 
two percent in 1989, according to the estimate made by 
the Swedish SIPRI [expansion unknown] Institute—has 
affected almost every country. Only a few, such as 
France—whose arms outlays were estimated at about 
Fr21i.2 billion last year—, are maintaining real 
spending at constant levels, perhaps in our country’s case 
thanks in part to the military acquisition law, which 
cannot be amended cither up or down. But the facts are 
clear. Compared with 1987, which was considered a 
“good year,” the world arms market is down 18 percent. 
A decline which has left most manufacturers in both East 
and West with excess capacity. 


The challenge facing arms producers is in this context a 
long-range one. For those companies still competing on 
the world market must now divide up a smaller pie. 
Thomson-CSF, the biggest French firm in the lists, has 
understood this well: unless something unexpected hap- 
pens in the meantime, the arms market is not expected to 
rebound before 1995. Meanwhile, arms producers are 
going to pursue the path of industrial concentration 
centered on electronics technologies. Thomson's general 
manager, Jean-Francois Briand, is very emphatic on this 
point. “No one can deny.” he told us, “that we have 
entered into a period of disarmament. It seems reason- 
able for the manufacturers to take advantage of this 
opening to continue their restructuring and adjust supply 
to fit the new demands of the market. These economic 
phases are cyclic in nature, and not even the possible 
emergence of new loci of conflict in the world can alter 
the fact between now and the middle of the 1990's.” 


Consolidate Defense Activities 


Does this mean industry is going to drift away from the 
defense sector’ Briand does not think so. “As far as we 
are concerned, we have made our choice. And our choice 
is to consolidate our defense activities.” It 1s true that 
military sales accounied for 78 percent of 1989's consol- 
idated revenues of Fr33.7 billion (compared to Fr33.5 
billion the previous year). Even though civilian applica- 
tions, a growth area (especially the field of air traffic 
control equipment), performed very well in 1989. “It has 
been several years now since we moved to cut down on 
the number of arcas in which our group is involved,” 
says the former head of Thomson-CSF’s systems and 
weapons group. “Today, every industrial group has to 
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choose which specialties it wants to emphasize. Thom- 
son-CSF has chosen specialized industrial electronics, 
and today it is number two in the world in this domain. 
To my mind, there is no reason to abandon this strat- 


egy. 


Why such obstinacy? First of all because, in the defense 
field, “electronics is becoming more and more important 
compared to other technologies.” Next, because even in 
the context of a depressed market “our electronics know- 
how should maintain our market share at the current 
level, and even assure us of some growth in volume over 
time, without sacrificing our commercial positions.” 


“In this field, our strategy is clear,” Briand continues. 
“We very much need to expand our industrial capacities, 
and the large cost of research and development is leading 
us to think about all sorts of solutions (alliances, coop- 
cration programs, etc.) to make the most out of that 
investment. No country, no manufacturer, can continue 
to cover the whole spectrum of defense activities by 
itself, so it has become indispensable to consider link-ups 
with others.” 


Conscious of Limits 


On the eve of Community integration, is the movement 
to consolidate the European defense industry proceeding 
without problems? “It is not always easy.” Briand 
replies. “In acquiring Philips’s defense electronics divi- 
sion, for example, we have established a center of nau- 
tical excellence in Holland which obviously could not 
have been done without the blessings of the two govern- 
ments concerned, the Dutch and French.” What about 
the Rafale and EFA [European Fighter Aircraft} pro- 
grams”? “Several approaches are possible. One might 
compare the costs of the two programs, for example. One 
might also examine the order books and client lists. But 
whatever conclusions one might reach, one thing is sure: 
with the Rafale program, France has gone to the limit of 
what one state can reasonably do on its own.” 


That said, Thomson-CSF is not abandoning the field, 
even if it cannot always use the weapons of its choice. 
One might say that its capacity to cope with problems 
and uncertainties is one of its hidden strengths. Is there 
a shortage of aircraft and navigators in the civilian air 
transport sector? “That came under the heading of the 
predictable,” Briand replies. “And it is also curious that 
the predictions made several years ago about the growth 
in air traffic do not match what one sees today,” he 
continues. Who is to blame? “Relatively reliable data 
about the market is available. The question is how are 
the actors with a stake in the market going to manage 
their respective market shares. And to what extent is the 
structure of the market based purely on economic laws— 
such is the case for the airlines in the United States—or 
conversely distorted by the existence of nationalized 
companies, as in Europe. In any event, when faced with 
uncertainties, the most important thing is to demon- 
Strate a high capacity for adaptation. Thomson-CSF, 
which is unchallenged as the world leader in air traffic 
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control, has proven this with the strong growth presently 
being seen in its civilian activity in this domain, which 
greatly contributes to improving air safety and aviation 
traffic flow.” 


Nationalism 


In short, according to Briand, the manufacturer has to 
integrate into its strategy all available information. “In 
the most specialized areas, like civil aviation and 
defense, it becomes even more esoteric,” he says. 
“Whether we like it or not, in civil aviation there is still 
a certain amount of nationalism, and it has to be taken 
into account. No one denies that this nationalism is 
destined to fade in the face of a Europe-wide single 
market. But what we need to know right now is, how long 
it will take for that to happen? And will this changeover 
be guided by strictly economic criteria? Because, in a 
way that operates contrary to market forces, political 
initiatives within a united Europe can have industrial 
ramifications that require adaptation.” From that per- 
spective, variations in interest rates or the exchange rate 
of the dollar do not have to be considered unavoidable 
misfortunes. According to Briand, “there are relation- 
ships between long-term changes in interest and currency 
exchange rates. The art is to manage them. While the 
dollar was high, we negotiated contracts which are just 
now coming to maturity. To the extent that a manufac- 
turer lacks the means to play the currency game, it must 
constantly adapt to new market conditions. There is no 
alternative. Even though not all transactions are denom- 
inated in dollars. Our clients can choose the currency of 
their choice.” 


Managing Reserves 


So the secret is in the financial management? “Only in 
part,” says Briand. “Once the cash reserves and ‘own 
funds’ have been built back up—which Thomson-CSF 
has done—one must use every available means to opti- 
mize those reserves. In short, one must work to maintain 
the capacity for internal and external growth. Internally, 
through growth of profit, which always has both a 
manufacturing and a financial component. It is also the 
main guarantee for continued research and develop- 
ment. One must also remember that clients increasingly 
expect the manufacturer to provide instruments for 
financing their purchases. Thomson-CSF, you should 
know, spends Fr6-7 billion per year on research and 
product optimization. That is the key to our success 
vis-a-vis the competition. Along with rationalization of 
the industrial plant and personnel costs.” 


And externally? “Commercially speaking,” Briand says. 
“we are less dependent on the Middle East market. We 
are presently concentrating our efforts on Europe and 
Southeast Asia, where there are obviously market shares 
to be won in defense electronics. While we have been 
secing a very relative decline in defense budgets, 11 1s 
nonetheless true that the process of industrial restruc- 
turing has not yet been completed. We continue to take 
part in that. In that connection, we see two major types 
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of movements in Europe. On the one hand, a movement 
of concentration at the national level: this is the case in 
Germany. It has also been the case, though only just 
recently, in Great Britain. On the other hand, we see 
transnational agreements. There is no single model for 
such partnerships, quite to the contrary. Right now we 
must choose which technologies to develop on our own 
and which to leave to others.” 


So you are not a believer in the strategies based on 
diversification? “In our case, no,” Briand replies. 
“Thomson-CSF is not going to buy naval construction 
yards or go into steel-making simply because these areas 
have suddenly become profitable. People should stick to 
what they know. Though it may have been possible in the 
past, no company today can diversify its activities all 
across the spectrum: It has to opt for a few specialties 
and abandon the others. On the other hand, it is very 
much a part of Thomson-CSF's strategy to move into 
so-called ‘related’ activities, that is areas on the 
periphery of technologies we have already mastered. | 
am thinking in particular of air traffic control. data 
processing services and simulations. The proposed 
acquisition of Link Miles Limited is a perfect example. 
But an all-points diversification would be very short- 
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* Aerospatiale: Present Status, Future Plans 
QOES1I040A Paris AVIATION MAGAZINE 
INTERNATIONAL in French 1 Jul 90 pp 16-22 
—FOR OFFICIAL USE ONLY 


[Article by Pierre Sparaco: “Aecrospatiale: The Year 
2000"} 


[Text] One of the leading European firms in its field, 
gambling everything on international cooperation, Aero- 
spatiale is investing and preparing for the 21st century. 
Its strategy is more pragmatic than audacious, at least on 
the surface... 


More than any other European concern in its field, 
Acrospatiale is attentive to the sudden acceleration of 
History. It is doubtful any partner or rival could match it 
in terms of the diversity of its enterprises, its complete 
faith in cooperation (more out of necessity than choice), 
its nationalized status, its assets or the constraints under 
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which it operates. And this fact somewhat complicates 
any analysis of its strengths and weaknesses at this 
crucial moment in its development. Thus a painstaking 
review of its intricate works may be instructive, even if it 
cannot provide answers to all the questions recent head- 
lines have stirred up about new prospects still only 
vaguely outlined and ambitions that have not yet fully 
taken shape. 

Internationally, depending on the criteria one adopts, 
Acrospatiale is either a medium-size firm (the descrip- 
tion preferred most by its top executives) or (to the 
contrary) an excessively modest little giant. It has long 
been the biggest in Europe, but has been overtaken in 
terms of consolidated turnover, by British Aerospace in 
the United Kingdom and by Deutsche Acrospace in 
Germany. A fact from which it would probably be wise 
not to draw simplistic conclusions. though it does, as we 
shall see, offer food for thought. 
Acrospatiale is organized into four major divisions (air- 
planes, helicopters, tactical missiles, and strategic and 
space systems). The group employs 34,000 people and 
had a turnover last year of Fr31.7 billion, 60 percent of 
it from export sales, up 13 percent. Standing orders as of 
31 December stood at Fr90 billion, an all-time record 
resulting from an exceptional year of activity. These 
Statistics have generated some optimism, cautiously tem- 
pered by recognition of the cyclical—if not random— 
pattern of growth and shrinkage in the civil aeronautics 
market. 


One of the West's biggest aeronautics and space compa- 
nies, Acrospatiale stands in | 1th place in terms of sales 
volume: ahead of Northrop, Allied Signal, Martin- 
Marietta, Rolls-Royce, SNECMA [National Company 
for the Design and Building of Aircraft Engines] and 
other famous names. And behind giants like Boeing. 
General Electric, McDonnell Douglas, United Technol- 
ogies, Lockheed, etc. Some of these giants have just 
discovered, to their chagrin, that their empires are built 
on sand. So the landscape could change rather rapidly, 
and in ways not to the liking of the players (especially the 
superstars). 


Peace Dividends 


Since the opening of the Berlin Wall, events have moved 
quickly, and their consequences have been considerable, 
but we still lack the distance from events needed for an 
accurate assessment. Acrospatiale may take comfort 
from the fact that in just a few more years more than half 
its revenue will come from commercial programs 
immune to geopolitical upheaval. The percentage could 
even be higher, if it proves easier than expected to 
acquire new markets in Eastern Europe. 


But the industrial-commercial environment is shaping 
up to be much more complex, entailing a new balance of 
forces in the field, with companies competing even more 
fiercely than in the past for the opportunities available. 
So it is not surprising that Acrospatiale should lose no 
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time in making a fresh survey of that competitive bat- 
tlefield known as the “world market.” 


A short-term study could be summed up succinctly: an 
inventory of the possible businesss of a 
partial disarmament agreement. Within that limited 
horizon, Acrospatiale executives should find little to 
disturb their optimism. Given the ceilings envisaged, the 
only foreseeable program hurt would be the French army 
combat helicopter. Taking a somewhat broader view and 
going into more detail, the future erosion of military 
budgets must be taken into account. On that issue it is 
anybody's guess, and speculation is wildly divergent. 
According to Henri Martre, president and general man- 
ager of Acrospatiale, “with regard to military security in 
Europe, we are in a fog...” And to tell the truth, the 
reasons for disquietude are elsewhere. They have to do 
with harder American competition, which has already 
begun to make itself felt. 


The United States alone accounts for 64 percent of world 
aeronautical production, compared with Europe's 24- 
percent share. Eager to benefit from the “peace divi- 
dend.” the Americans are already making plans for a 
sharp reduction in military spending: two to five percent 
per year, perhaps close to 30 percent over the next five 
years. So the American arms industry, and more partic- 
ularly its aeronautical component, is girding itself for a 
deep and serious crisis whose effects will soon be felt 
across the Atlantic. So it makes good sense to get ready, 
since the impact could be very violent. Of course, all of 
Europe will be affected. But Acrospatiale is among those 
firms that stand to be most seriously impacted, precisely 
because of the breadth of its product lines, the diversity 
of its fields of endeavor. 


Henri Martre obviously fears the worst. Aeronautics, he 
explains, is the only American industry that is both a 
major exporter and a money-maker. What's more, it is 
on the cutting edge of high technology and a source of 
prestige for the United States. Therefore,—logically, 
naturally—to offset as much as possible the slump in 
domestic sales that is beginning to make itself felt, it will 
go after the export market. 


“American power is mobilized,” adds Marire, warming 
to his subject, “and already a vasi political campaign is 
under way to give it more external support.” Thus, to 
cite one example that has made the news during the last 
few weeks, within 48 hours after the Peoples Republic of 
China was accorded Most Favored Nation [MFN] status, 
it placed an order worth several billion dollars with 
Boeing. The substantial contracts signed a month ago 
with Japan Air Lines and Korean Air ago are likewise 
part of a “larger plan.” And everyone expects the same 
thing will happen soon with India. The campaign is well 
underway. 


A complaint? No, merely an observation, Martre hastens 
to make clear. But it would be wise to begin immediately 
to make a “realistic appraisal of the new situation, one in 
which competition is much more ferocious than in the 
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past.” And in a truly global market, when a company like 
Acrospatiale depends on the export market for at least 60 
percent of its sales, it cannot be content merely to 
“observe™: it must react, and arm itself for battle. 


Of course, customers in the civilian sector are free to 
and incentives can weigh heavily in the equation. In the 
military domain, the situation 1s radically different. Here 
again, the alarm has suddenly been raised by the fact that 
the United States has from the stari—even before the 
great changes in Europe have led to concrete agree- 
ments—shown itself to be a big exporter, and a niggardly 
importer. The famous debate about the “two-way 
Street.” until recently a mere historical curiosity, is 
returning with a vengeance 


The Americans export seven times as much military 
equipment to Europe as they import. “A major prob- 
lem.” says Martre, a problem he likes to call the “Euro- 
pean preference™ issuc. In that context, he says, the call 
to arms on this side of the Atlantic has been sounded. A 
remark which is especially significant, coming from an 
impacted manufacturer that does not even build war- 
planes. 


French Erosion 


All this began just as the French acronautical industry 
was beginning to breathe a little easier. The recent 
restructurings we have mentioned frequently in our 
columns have brought encouraging results. But the fact 
remains that French growth is slow and modest, barely 
2.4 percent between 1983-88, the last year for which final 
figures are availabie. 


Is this positive stability enough? Probably not in the 
view of top Acrospatiale officials, at least once they start 
making comparisons. In fact, during that same period 
the European acronautics industry as a whole grew by 
five percent, in other words twice as rapidly. Most 
significantly, Germany's growth was a phenomenal 15 
percent. Thus if Daimler-Benz reaches its announced 
objectives, France will move down the ladder a rung 
within a few short years. “A relatively disturbing situa- 
tion.” Martre concludes. 


The European context is essential for the future. Espe- 
cially since Acrospatiale has built its entire strategy 
around cooperative ventures, which in various forms 
account for more than 60 percent of its turnover (prob- 
ably close to 70 percent by 1994). Which means main- 
taining the strongest possible positions. 


Not mincing any words, general manager Yves Michot 
calls cooperation the sine qua non of success, adding that 
“one of Acrospatiale’s great strengths 1s knowing how to 
cooperate.” Not just anyhow, of course, and certainly 
not at any price. An essential point, one which is worth 
looking into more deeply. 


“We have a product strategy.” 
point of departure, Michot explains. “ 


which constitutes the real 
And to implement 
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it, we forge alliances as necessary, bul we we are not 
going to change our direction.” In other words, cooper- 
ation 1s Certainly not an end in itself, Moreover. “we will 
have nothing to do with superficial cooperative 
endeavors that cost us market shares, create duplication 


and finally lead to catastrophic results.” To the contrary. 
and durable alliances, eco- 


Anticipating criticism, the general manager 
add that cooperation has been very profitable. The 
economic surcharge could be estimated ai five percent, 
again taking the example of Airbus Industric, but the 
extra expense has paid for itself. And it turns out that 
cooperation has not greatly lengthened the time it takes 
to make decisions. Moreover, cooperation has had syn- 
ergistic effects: partners have to explain their approach 
to each other, and differences can stimulate emulation. 
But all of these advantages are peripheral to the core 
motivation: many of today's programs would never have 
gotten under way if companies had not pooled their 
industrial and financial resources to tackle projects 
beyond the means alt any one partner's disposal. Is it a 
panacea” Probably not, particularly since this approach 
does not always yield such positive results in the military 
domain, where dual production, multiple assembly facil- 
ities, etc. can entail significant supplementary costs 
which eat into the additional profits tied to increased 
production. 


With the inevitable exception of France's strategic 
nuclear missile force, it is Airbus Industrie, the ATR 
[regional airliner], Euromissile, Arianespace, Eurocop- 
ter, Eurosam, etc.. that have become Acrospatiale’s 
mainstays. Cooperative ventures at present account for 
100 percent of the company's rocket and satellite activ- 
ities, 97 percent of its airplane business, 62 percent of its 
tactical missiles and 17 percent of its helicopter sales. In 
the latter case, the percentage is rather small, but over 
the decade ahead it 1s expected to grow very rapidly. 
thanks to the “Tigre.” NH-90 and P120. on the one 
hand, and to a long-term cooperative arrangement with 
MBB on the other. And all the major ideas for the future 
are along the same lines. Let us take a look a1 some of 
them, in order to get a glimpse of the company’s future 
and the image it hopes to project in the year 2000 and 
beyond. 


Fourteen Programs 


What looms most immediately on the horizon is the 
dramatic take-off of the airplane division, thanks to the 
solid establishment of the Airbus and ATR lines on the 
world airline market. Last year the airplane division 
accounted for 38.2 percent of total Acrospatiale sales. 
and that figure is expected to grow very quickly to 50 
percent. “A situation that bodes well for the future.” 
according to Francois Thomazeau, the financial director, 
“but which also implies risks, in case of a collapse of the 
civilian market or problems with the dollar.” The dollar 
is the reference currency, because the Americans control 
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70 percent of the world market, accordingly, i 1s neces- 
sary to work in “a world of dollars.” Last year Acrospa- 
tiale’s dollar-<denominated invoices came to $1.62 bil- 
lion, compared to $1.38 billion in 1988 and $1.0! billion 
in 1987. In addition, other invoices were sent out 
denominated in francs the amount of which was tied to 
the value of the American currency. Moreowr, many 
purchases are made in actualy or nominally delocalized 
greenbacks, through orders passed to French suppliers. 
for example, or sub-contracts given out to foreign firms. 


The imponderablies are numerous, and they have 
inspired efforts to create exchange coverage mechanisms 
to cushion the impact of fluctuations, to smooth out 
carnings. “It 1s difficult to find cover when the dollar is 
having problems.” Thomazeau admits, especially when 
it ts Systematically undervalued. As far as Acrospatiale ts 
concerned, the dollar would be in balance at a value of 
Fr6. But the company fully and unequivocally accepts 
the risks inherent in dollar sales, which affect about 
one-third of Acrospatiale’s total turnover, not just 
Airbus and the ATR. 


In any case, by virtue of France's 37.9 percent interest in 
the European consortium, Acrospatiale hopes to carve 
out and maintain a 30 percent share of the market for 
airplanes with more than | 50 seats, which would! corre- 


spond to production of roughly 200 aircraft per year. 


The Franco-Italian ATR program, though obviously on a 
much smaller financial scale, 1s doing quite well, holding 
down about 18 percent of the market, which 1s a larger 
share than any of its competitors. At the current rate of 
climb, production should eventually reach a rate of 90 
per year. This marketing breakthrough will no doubt be 
consolidated, wth the addition of a line of aircraft with 
90-120 seats to fill the gap between the ATR and the 
A320. 


The helicopter market is harder to predict, according to 
Michot, since although it has continued to expand after 
pulling out of its slump, growth has been slow. “That is 
certainly one of our problems.” he says. With products in 
almost all categories of rotary-winged aircraft (poten- 
tially covering 85 percent of the market), Acrospatiale 1s 
responsible for 31 percent of turbine helicopter sales, 40 
percent of civil and parastatal sales, and 24 percent of 
military helicopter sales. 11 makes excellent use of a 
strong marketing network and after-sales service facili- 
tres which it describes as sizeable. 


The company's panoply of tactical missiles is less com- 
picte, but it 1s well-positioned in the areas where it 
competes. It has 23 percent of the short-range ground- 
to-air market with the “Roland” and another 10 percent 
with the “Crotale,” plus market shares of 21 percent in 
anti-ship missiles (with the “Exocet™) and 56 percent in 
medium-range anti-tank missiles (with the “Milan”). 


In space, a gradual change seems to be taking place in the 
relative strength and objectives of the leading compets- 
tors. While Great Britain is almost out of the picture, 
both Germany and Japan are making gains. In satellites. 
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Acrospatiale notes that it has maintained a stable market 
share in telecommunications and slow growth in the field 
of observation applications. 


“Anane™ launchings are expected to continue al the rate 
of six to nine per year, despite growing competition from 
the Japanese and from Chinese “dumping.” This is a 
field where cooperation is extensive, with Europe-wide 
programs in evidence across the board. French predom- 
mance, which helped get the Europeans into space in the 
first place, is nevertheless being increasingly challenged. 
a fact which will probably lead to some changes in the 
industry. 

Such is the context surrounding Acrospatiale’s prepara- 
tions for the future, preparations which involve major 
outlays for RAD and industrialization (35 percent of 
total sales revenue) and the development of 14 new 
programs within the various divisions. 


Expanding Commercial Base 


To increase turnover and maintain or increase market 
shares, improve profitability and protect itself against 
external events out of its control, Acrospatiale must mect 
a number of different challenges simultancously. But 
contrary to the conventional wisdom, its status as a 
nationalized company 1s not really a handicap. 


Top officials agree the state is fully meeting its share- 
holder obligations, and relations with the tutelary 
authority are gencrally good and productive. Of course, 
one could point out that Acrospatiale seems scarcely to 
involve itself in the major international mancuvering 
currently taking place on several fronts. It prefers to act 
internally (Sextant Avionics). But that is a strategic 
choice, not the result of constraints. 


Henri Martre minces no words about this: He does not 
believe, for example, in the virtues of interlocking stock 
ownership, but much prefers strong cooperation based 
on a wide gamut of products. And in that respect, he 
says, “we have come very far.” In the same vein, the 
CEO wants to see “very strong cohesion within French 
industry.” Cooperation, always cooperation, “because it 
makes sO many more things possible.” The battle is 
strictly a commercial one, he repeats tirelessly: the 
competition to acquire foreign companies will continue 
to be of marginal im . Turnover this year is 
expected to reach Fr33.4 billion, and it should rise to 
well over Fr40 billion by 1992, when the rate of growth 
should stabilize. 


If these goals are achieved, and if present economic 
trends continue, then turnover by the year 2000 should 
be on the order of Fr46 billion, 84 percent of it produced 
under various Cooperation agreements. By then, despite 
the consolidation of its newer markets, Acrospatiale will 
not look much different than it does now. The game plan 
for the coming decade has been worked out in precise 
and concrete detail. According to the projections, pro- 
grams now under development and the consolidation of 
its markets in the civil sector should produce $0 percent 
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of total revenue—ihe equivalent of Fr23 billion at cur- 
rent prices—., with helicopters generating Fr8.5 billion, 
tactical missiles 7.5, and strategic missiles and space 
activities accounting for the rema:ning 7 billion. 

A crystal ball? Certainly not' Philippe Girard, deputy 
general manager for programs, is already in a position to 
spell out with great precision the major new items that 
will appear in the company’s catalogue for the year 2000. 
The Airbus line will be completed with the A330/A340 
and the A321, continued production of ATR's and the 
addition of a new 100-seater, development of a new- 
generation supersonic aircraft, and—also in the air trans- 
port ficld—new ventures such as the successor to the 
“Transall™ under the Euroflag umbrella. 


The helicopter family will also be enriched and modern- 
ized. A new addition in the two to three ton category will 
be the P! 20), which should come out in several different 
versions, possibly including a twin-engine, though the 
latter would be produced in partnership with MBB. In 
the three to five ton category there will be a successor to 
the “Dauphin,” and eventually the FLBH (Future Light 
Battle Helicopter), which NATO is already thinking 
about. In the category of helicopters over five tons, of 
course, there will be the “Tigre” and NH-90 (and pos- 
sible versions modified for civilian uses). But before 
that, oy ge speaking, will come the “Super 
Puma™ Mark I 


The future has also been mapped out in the field of 
tactica! missiles, where development work is already 
proceeding on the “Eryx” and AC3G, the ASPL [long- 
range air-to-ground missile], the “Polypheme,” the 
enhanced RMS “Roland,” etc. And the strategic missile 
and space division will have the “Ariane-5” and the 
“Hermes” (first piloted flight in 1999), which is already 
shaping up as a bold leap into the new millennium. All 
this detail gives the predictions a more realistic and 
credible appearance. 


Financing The Future 


But this well-planned course of action will require prep- 
aration and financing. Self-financed RDI [research, 
development and industrialization], according to Fran- 
cois Thomazeau, eats up seven percent of revenue, a very 
high percentage compared to the four to five percent 
level found in other large firms, notably American com- 
panies. The difference in RDI ratio primarily results 
from the investments made to establish the civil aircraft 
product line. This burden, the financial director adds, 
will eventually decline, resulting in an RDI ratio compa- 
rable to those found among the competition. The heavy 
RDI burden Acrospatiale shoulders is one of its distin- 
guishing features. If it were reduced, of course, the profit 
rate would be higher, but that would also compromise 
the future. However expedient it might be in the short 
term, that option has been resolutely discarded. 


“Innovation is costly,” says Jacques Balazard, technical 
director, and making choices is often difficult. Thus the 
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importance of research: “taking stock of promising tech- “bouquet of programs” on which Acrospatiale is 
nologies, investigating them, developing them to the working tirelessly to build the future. 

point where they can be used in new programs.” 

Research, and industnalization last Reimbursable, And Reimbursed, Advances 


development 

cost Fril billion (10,000 employees, i 
engineers, were involved), of which Fr!. 33 billion was 
for research alone. 

Innovation requires “a staggering amount of time.” adds 
Balazard: from five to 10 years to master a new tech- 
nology. five years to apply it to a new product, and 10 
more years before good profitability is achieved. And 
those are the shortest lead-times... So the choice of 
direction is of obvious importance, quite apart from 
competent performance, and the economics can never be 


According to Acrospatiale’s technical director, the sector 
has traditionally been an engineering indust.y. but there 
1s increasing emphasis now on electronics, data pro- 
cessing technologies, optronics, etc., requiring the devel- 
opment of “new areas of expertise.” This confirms the 
reality of that new discipline known as systems design: 
priority is now placed on “interface,” rather that juxta- 
position. 

Europe, “after having toddied along in America’s wake 
for many years,” as Balazard puts it, “is now a world- 
class competitor in its own right.” But, he adds, “to 
maintain and increase its advance, we must explore new 
paths, which is another incentive for cooperation”: 
internal, national, European, and global. So it is first of 
all a question of managing and improving cooperation 
with, for example, ONERA [National Office for Aero- 
space Studies and Research}, CNRS [National Center for 
Scientific Research}, the universities and the engincering 
schools. But also with other French manufacturers, like 
Renault or Rhone-Poulenc, which could get involved in 
other sectors. Euromart, Eureka and Euclid are Euro- 
pean initiatives that could lead into additional new 
areas. 


Significant and diverse resources are thus being brought 
to bear. And, it will be noted in passing, Acrospatiale 
devotes some Fr1.5 billion of its annual operating budget 
to data processing, telecommunications and office man- 
agement t¢c!.wologies, while its computer banks have an 
inste'ied value of Fri.35 billion. 


These figures are not exactly mind-boggling, but they are 
on a scale tailored to support what Michot calls the 


“The state hates to fill holes, it prefers to finance 

” according to top officials at Acrospatiale. And 
this is probably why it may be time to change the French 
system of providing reimbursable advances, which some 
have described as “the staic’s at-risk contribution to 
RDI.” The Americans claim these are actually subsidies, 


but they are wrong. 


For Acrospace, these advances constitute operating cap- 
ital, and they must be paid back out of operating 
revenues. The y will pay back Fr674 million this 
year, 693 in 1991 and 1.62 billion in 1992. The state is 
still in the red, but the deficit is rapidly being reduced, 
and the “break-even” point is expected to be reached in 
1992, after which ime reimbursements will exceed by a 
substantial margin the add:tioral advances scheduled. 


When the A320 has been launched, the advances— 
amounting to about 50 percent of the total investment— 
must be repaid out of the first 600 aircraft, followed by 
interest. By the time the | 000th aircraft is sold, the state 
will have made seven percent carnings on its investment. 
Because the market price is lower than projected, owing 
to the dollar's fall, a rescheduling was negotiated to 
prevent the company from being forced to plow 30 
percent of the proceeds from the sale of each aircraft into 
reimbursement. 


Governmental advances for the A330/A340 cover only 
Fr6 billion of the 17 billion committed by the consor- 
tium, which means the manufacturers must find Fri! 
billion on the financial market. The A321, which 
required much less in the way of financing, was launched 
without any advances. Acrospatiale noted, in this con- 
nection, that it can now handle a sizeable amount of 
additional debt, about Fr3 billion worth. Between 1987 
and the end of April 1990 the company’s net indebted- 
ness dropped from Fr5.68 billion to 3.78 billion, a figure 
which is to be compared with its capital of Fr3.7 billion, 
yielding a debt ratio of 101 percent, which is considered 
acceptable, even if significantly higher than those posed 
by the other major European aircraft builders. Boeing's 
is only... five percent, but it must also be noted that for 
the Seattle giant a dozen years clapsed between inaugu- 
ration of the latest completely new model and its prede- 
cessor. 
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Andreotti Reports to Lower House on Terrorism 


P0308 154690 Milan CORRIERE DELLA SERA 
in Italian 2 Aug 90 p 4—FOR OF FICL“L USE ONLY 


[Report by Paolo Graldi on Prime Minister Giulo 


OR cng he ng h pees 


tp alge Aonad: egg wamantced ag groabds cog 

SiON again to continuc the other evening its investiga- 
tion, which began at the end of June against the back- 
ground of the mysterious murder of Swedish Prime 


alleged links between Licio Geili’s secret Masonic lodge 
"s secret services via the “spectacular 
revelations” of Richard Brenncke. 


The prime minister recalled that a most authoritative 
request to throw light on that “scoop™ had come directly 
from President Cossiga in an alarmed letter expressing 
the serious anxicies aroused among the public. 


States and Sweden, that has enabled him to gather new 
evidence about the rehability of the mmterviews broadcast 
by TGi. 


He recalled that many of the “disclosures” had appeared 
back in 1980 in a feature published by PLAYBOY, the 
famous magazine that features pictures of beautiful 
“bunnies,” but also in-depth investigative journalism. 
Next, he drew a profile of Brenneke, the alleged spy who 
told television journalist Ennio Remondino that he had 
met with Licio Gelli and paid him millions of dollars for 
investment in “destabilizing” activities im Our country. 


There was an immediate and angry reply from the author 
of the investigation who claims that his work was carried 
Out correctly and that stringent checks were carried out 
on “less authoritative sources,” as Remondino put it, 
“but also less suspect than those used by the prime 
minister—the CIA and the White House.” 
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“I call him a self-styled CIA agent.” Andreott: said of 


zation from commis- 
sions. As for the Palme murder. the ish authorities 
have stated that there is no record of any “Malian 
connection.” 


Saiiiedduel or Galle tutandite ts taliete tcteemmedion ane 
profession.” it was on this point that the left-wing 


prime minister. there is No question about the present 


a finger at the intelligence and security organs as though 
the laying of false trails has become the rule and recourse 
tO State secrecy a way of covering up imadmussible 
mvolvement.” 

It was in this section that “ndreotti, while praising the 
investigative work of secret agents, nevertheless asserted 
the need to “examine and propose whatever structural 
and regulatory changes are necessary.” Andreotti 
believes that the services should again be merged even 
though past experience has suggested the advisability of 
their separation by spheres of responsibility. tasks. and 
functions. 


Defended by De Michelis 
PM2707142290 Turin LA STAMPA in Italian 26 Jul 9 
p 4—FOR OFFICIAL USE ONLY 


[Ansa report on Foreign Minister Gianni De Michelis 25 
July report to Lower House Foreign Affairs Commutice 
in Rome: “De Michelis Defends Aid: ‘Italy Cannot 
Abandon Somalia on the Edge of the Precipice™] 


[Text] Rome—titaly “must not cut off aid to Somalia or 
withdraw its ambassador” bul must continue to pursuc 
the policy that it has begun of “an active presence and 
strong condemnation of what 1s unacceptable.” because 
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have secured certain thongs that are usually not obtained 
from such countnes: the admussion that it 
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sub-Saharan countries, stating that “only five of the 47 
countries have a democratic system and thai in almost 
all of them there are internal conflicts, an absence of 


the world,” he added, “would rather have nothing to do 
with the Somali question.” At the start of the govern- 
ment report. De Michelis said that “the basic fasture of 
the Western nations’ cooperation policies in these coun- 
tries over the past 30 years seems clear.” 
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* Need for New Defense Role Seen 


WESIO29A Milan IL SOLE-24 ORE in Italian 
9 Jun 9) p 4—FOR OF FICIAL USE ONLY 


[Article by Valerio Zanone: “A New Model Urgenily 
Needed: Italian Defense: A Different Role m the New 
Europe”) 


[Text] Studies for a new defense model, based on a 
10-year plan for 1990 to 2000, were begun im the summer 
of 198i. 


Al that tome, 2 three-part project was launched by the 
Defense General Staff: the evaluation of the micrna- 
tional situation under the aspect of security, the descrip- 
tion of the resulting requirements for Italian defense. 
and the restructuring of the military system tied to a 
10-year average cost of about two percent of the GDP 
[gross domestic product}. 


Even though it was bound by cxpense limitations and 
large cutbacks, thal project attempted to leave some 
room both for the improvement of the military situation 
and for the investments that are mandatory if the mili- 
tary system's threshold of indispensable efficiency is to 
be maintained. The allocations were not lavish: for the 
programs of modernization up until the year 2000. the 
total investment requested for 10 years was less than 
what is needed in a single year to cover the railroads 
sites of Italia “90 [World Cup preparations] were visibly 
growing in the cities, the defense budget was, and still 1s, 
subyected to continuous cutbacks. 

In the meantime, following the revolution in the East, 
military doctrines based on sufficient defense are taking 
hold in all those countries (the Soviet Union included), 
im an explicit reversal of the tendency toward aggress: ve- 
ness that had prevailed until just recently. As was stated 
at the last meeting in Moscow, the Warsaw Pact is on the 
brink of breaking up, while progress in the negotiations 
for arms control and reduction—even of conventional 


months now. has been the object of a broad fact-finding 
investigation by the Defense Committee of the 
Chamber, which is to be concluded by the end of July. In 


The revolution in the East sees in Europe and in the West 
meaningful reference points of development, as well as 
guarantees of stability. Even German reunification can 
only find a balanced perspective within a European and 


that, until just recently, , 
. Europe and the West are the strong points of a 
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sure peace. which could give stability to the entire 
continent and exicnd its positive effects mio the Medi- 
terram.2n areca. 


Situated at the center of this areca, lialy has a key role, not 
as a Mediterrancan country in Europe. but as a European 
country im the Mediterrancan. Mediterrancan tensions 
require interventions primarily concerning political, eco- 
nomic, and social cooperation, bul this does not reduce 
the importance of the fact that Mediterrancan security 
with the other European countnes and with the United 
States. 


Everything. therefore. scems to indicate that the five- 
mission system into which the Italian defense model has 
traditvonally been divided can be rebalanced, because 
the threat along 11s northeastern border becomes increas- 
ingly smprobabic and, mm any event, attenuated by carlier 
warning times, and thal greater atiention must be 
devoted to the security of shipping lanes, the surveillance 
of air space, and the contribution of the Italian armed 
forces to peace missions even outside of the NATO areca. 


Every defense sysiem can be evaluated only in relation to 
the object to be defended, that 1s, to what is intended by 
the national interest. The Italian defense policy has the 
recognized virtue of having always maintained a direct 
linkage between national interest, European coopera- 
tion, and Atlantic solidarity. The link between national 
ments must be all the more certain, the more the 
situation evolves. The European revolution forces 
NATO to find a future, and Europe to find a union. In 
the field of defense, the future of NATO is still to be 
defined, and the European union 1s still frail. 1 1s urgent. 
therefore, to move beyond the partial clauses of cooper- 
ation on matters of security envisaged in the European 
Single Act and to think of policies of integration, which, 
in any event, are mandated for all European countnes by 
stringent budgetary reasons. We are expecting Italy's 
contribution to conform to its role in Europe. 


* CGIL Reform Seeks To End Factionalism 


WES1IO6A Milan CORRIERE DELLA SERA in 
Halian 15 Jul 90 p 2—FOR OFFICIAL USE ONLY 


[Article by Enrico Marro: “Del Turco: Out With PCI 
{italian Communist Party] Wrangles; in the CGIL 
[United Confederation of Labor]"—first paragraph is 
CORRIERE DELLA SERA introduction] 


Text} After 70 years, the Federal Board of the largest 
tahan umon is shelving internal divisions. Trentin reas- 
sures CISL [Italian Confederation of Trade Unions] and 
UIL [ltahan Federation of Trade Unions] on issue of 


representativencss. 


Rome—Ottaviano Del Turco has won. The CGIL 
[United Confederation of Labor], the largest Italian 
trade union, 1s moving to relegate factions to the archives 
of history. At least, thes was the decision arrived at by the 
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Confederation’s Federal Board last night in Aricesa, at 
the gates of Rome, as it brought its proceedings to a close 
after two days of debate. The Board's mecting was to 
have served principally to prepare the congress that 1s to 
be held next April, but « was obviously devoted also to 
the agreement signed with the government and umons 
on 6 July, and to the difficult contract renewal ncegotia- 


tons that he ahead. 

Joint Resolve 

Al one point. m the latter regard, Secretary General 
Bruno Trentin warned that if the Necc: Railway's special 
administrator were to grant higher wage increases to the 
engineer members of the COBAS [Independent Groups 
of Railroad than those stipulated for the other 


railroad workers, the CGIL would call for a strike. 


But let's return to the issuc of factionalism. The attitude 
of the CGIL leadership's number two official, Del Turco, 
has been known for some time. He has repeatedly said: 
“After 70 years, artificial dividers between socialists and 
communists within the Confederation no longer make 
any sense.” According to the deputy secretary, the fac- 
tions must be dissolved, and replaced by “a new confed- 
eration that combines a joint resolve with jornt union 
platforms and objectives.” 

In a spirited address ‘ate yesterday morning, the CGIL's 
Socialist leader warned those present that the “damage 
being done on the left” can be deadly for the organiza- 
tion. It was a way of saying that the political clash within 
the PCI [Italian Communist Party] must be kept outside 
the door of the labor unions. 


According to Del Turco, the | 2th congress must give rise 
to a reform group that is representative of all factions. 
This, however, should not be consirucd as denying 
anyone the right to remain out of it if he so chooses. 


The reference is to the “group of the 39° —the Confed- 
eration’s wing of hard-line communists and extreme 
leftsst factions—headed by Fausto Bertinott: But Berty- 
notti reyected the idea, calling it “nostalgic.” His position 
drew a harsh retort from the deputy secretary: “Bertinot- 
tis response docs not surprise me. because his plan 
remains always that of liquidating the CGIL s Social- 
ists.” 


Trentin prevented an outright clash. In his two-hour 
address, at the conclusion of the debate, the CGIL leader 
criticized unsparingly and equally both his deputy secre- 
tary and Bertinotti, and exhorted everyone to return to 
concrete issues: In particular, the contract negotiations 


Weapon of Last Resort 


Trentin, who is a Communist, reproves Del Turco’s 
excessive fear that the PCT's debate may affect the CGIL 
and says he docs not believe mm “miraculous prescrip- 
tions by those who thunder against the Cencetl 
manual”: Factions can be “resolved, not dissolved.” In 
his reproof of the position taken by the leader of the 39. 
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the secretary says that the solution of the probiem of 
representativeness does not le im a resort to referendum. 
which he says must remain “2 weapon of last resort. to be 
used in cases of violation of decisions 


agreement. 
tion, Felice Mortillaro, Trentin said that the agreement 


Negotiations are to be resumed on Wednesday for the 
first of these, and tomorrow and continuing for an 
indefinite pernod of time, for the second. 


* De Michelis Outlines NATO Role for 1990's 


WOESIOIOA Milan CORRIERE DELLA SERA in 
Italian 7 Jun 90 p 2—FOR OF FICIAL USE ONLY 
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poliscal umon. The maintenance of the Atlantic frame- 
work and the deepening of European integration are two 
faces of the same coin. 


In the third place. the Alliance 1s a condition for building 
a single system of security within the framework of the 
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Atlantic remains constant, together with the psycholog- 
ical need that the Americans would continue to consider 
the defense cf Europe as a part of their own security. 


Concerning a unified Germany in the Alliance, it will be 
necessary to have a transitory regime fo: the GDR 
territory, however avoiding a permanent division of 
Gerinany. At one time membership in the Alliance made 
German rearmament acceptable. now it makes unifica- 
tion acceptable. 


The current evolution, finally, also calls for a different 
participation of France. France has often expressed 
willingness to extend military cooperation both multilat- 
erally and .:\n the armed forces of individual nations. 
all the mo. so in the event of a change in the size of the 
U.S. presence. The evolution of the Alliance's doctrine 
will make these convergences casier but obviously st is 
vu.» \0 France to suggest the modalities of its participa- 
ion 


In a cevrope which rediscovers, as though by enchant- 
ment, its own freedom and a broader identity, the 
acquisitions made in the difficult years must aot be lost. 
The renunciation of common defense would signify a 
return to nationalization of security policies, to the 
search for privileged alliances, and would open an unpre- 
dictable and disorderly succession to the system we are 
leaving behind. 


* Effect of COCOM Changes on Industry Viewed 


QOES1009B Milan IL SOLE-24 ORE in Italian 
6 Jun 90 p 6—FOR OFFICIAL USE ONLY 


[Article by Claudio Virgi: “Fewer (but More Effective) 
Controls Also for Italian Industry”) 


[Excerpts] It was decided at the February meeting of 
COCOM (Coordinating Committee on Multilateral 
Export Controls) to ease the system of embargoes in 
force, particularly in the sectors of databanks, telecom- 
munications and machine tools. COCOM's purpose is to 
control the transfer of militarily critical technologies to 
the Soviet Union and its allies. The group also decided to 
provide further facilitations for the nations in which 
communist parties are no longer in power and which are 
willing to submit to western controls and inspections of 
the more critical materials supplied to them. In short, 
provisions were made to loosen controls in nations not 
belonging to COCOM on products widely available on 
world markets... [passage omittec] 


This is a considerable step forward compared with the 
preceding closed attitude. It will surely contribute to 
lessening conflicts between the United States and its 
allies. The effectiveness of controls must later be 
improved since they refer to a more limited number of 
products and technologies. Furthermore, one can foresee 
differences in technological transfers between the 
nations of the east, favoring those nations with liberal- 
ized economies which would guarantee that they would 
not reexport goods received from the west to the Soviet 
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Union. This means that COCOM nations will be able to 
control and verify the final use of their products in the 
nations of the east toward which a more liberal policy 
will be adopted. 


The American initiative is surely a very important step, 
but it will not completely satisfy the Europeans. In 
reality, the liberalization is limited. For example in the 
sector of computers, restrictions are far greater than 
those planned for China. The lists mean a great deal, but 
not everything. The embargoes are not total. COCOM 
can grant, case by case, exceptions to the embargo lists 
upon request of the exporting nation. The liberality and 
speed with which exceptions will be granted, that is, the 
actual policy that will be followed, will therefore be 
determining. How controls are applied could in fact 
reduce, even considerably, the restrictions set forth in 
the list. The application of control mechanisms will 
therefore become determining in order to avoid creating 
obstacles to trade. 


This problem is very delicate for Italy. If the bureau- 
cratic machine serving the sector is not considerably 
improved, our businessmen will be penalized compared 
with their foreign competitors. Presently, the products, 
equipment and technologies subjected to COCOM con- 
trol are listed in the export table of the Foreign Trade 
Ministry and their exportation is authorized by the head 
of the office acting on the opinion of an interministerial 
special committee chaired by a diplomat. This is the 
same unit that gives its opinion on the exportation of 
weapons. The export table is very general. It limits itself 
to listing the technologies and products, but not the 
technological standards beyond which the mechanism of 
control enters into force. Therefore, the requesis for 
authorizations are submitied even if the export refers to 
materials of a kind not subjected to the restrictions in the 
COCOM lists. A considerable increase of the workload 
follows therefore causing delays which obviously damage 
Italian exporters. 


In order to overcome this problem a very simple measure 
could be adopted: Publish the COCOM industrial list as 
an annex to the export table and limit the requirement to 
submit authorization requests for exportation only to 
cases involving goods of a higher technological standard 
than that set forth in the list. Other nations such as 
England and France do this. We could also do it. It isa 
measure that would not cost anything and which could 
lighten the bureaucratic load which is burdensome both 
in terms of time as well as administrative costs to our 
exporters and which clogs the ministerial bureaucracy by 
requiring it to spread its resources over too many appli- 
cations. 


* Berlusconi To Launch TV Network in Bulgaria 


QOESI009A Milan IL SOLE-24 ORE in Italian 
30 May 90 p 8—FOR OFFICIAL USE ONLY 


[Article by Marco Minardi: “Berlusconi Looks Eastward: 
Commercial TV Soon in Bulgaria™] 
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[Excerpt] Venice—Silvio Berlusconi is targetting Eastern 
markets. Berlusconi, president of Fininvest, announced 
this major effort himself during the 38th annual business 
conference of the World Federation of Advertisers. “We 
are about to sign a contract to buy the second network of 
the Bulgarian government's television network in order 
to turn it into a commercial television outlet.” Ber- 
lusconi was talking to a large group who went to the Cini 
Foundation for this conference which was organized by 
UPA (Associated Advertising Users). But afier he left the 
platform, the Fininvest president interpreted his initia- 
live as a “weapon™ designed to soften the positions of 
Parliament concerning advertising. “We have signed 
some contracts with Poland, Hungary, Romania. and 
Algeria as well as Bulgaria,” he told newsmen. He added, 
“And we are trying to drag things out a bit so that we 
may find out what the government's altitude toward us 
will be. You will understand that the spirit in which I 
make these decisions is not of the best, considering draft 
legislation which lists only punitive regulations against a 
group which so far has invested 1.365 trillion lire to 
maintain Italy's image abroad.” 


ITALY & VATICAN CITY % 


But aside from Parliament's decisions, Berlusconi moves 
forward on his own road. He predicted that “Commer- 
cial television will succeed throughout Europe because 
its progress cannot be blocked. We should however still 
do much work, particularly in Western nations where 
there ts now a more closed attitude toward change than 
that existing in Eastern Europe.” In short, accor ding to 
Berlusconi, the former communist nations are better 
able to appreciate commercial television while in the 
West “there is a move toward restoration of public TV 
with the imposition of enormous limitations on publicity 
and sponsors imposed by individual nations and the EC. 
which penalize the activities of commercial television.” 
France is in the forefront, where Cing expects to lose 100 
billion lire this year. Berlusconi expressed satisfaction 
with the acquisition of stocks in Cing of the Hachete 
group (he added that Fininvest will remain in French 
television). He also praised the activity of Spanish 
Telecinco which doubled its advertising budget in 
March. Then Berlusconi returned to Italian affairs 
announcing that pay TV is about to begin. He concluded, 
“And if we cannot at the same time possess the three 
present networks and pay TV, then we will decide which 
to sell”... [passage omitted] 
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* International Economic Cooperation Discussed 


* Latin America Favored 
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[Article by Federico Castano: “Spain Recovers One 
Percent of Its Development Aid”) 


[Text] By the end of 1990 the government expects to 
have provided 113 billion pesetas in foreign aid in the 
form of loans for spec:fic projects to countries regarded 
as friends. Most of the foreign aid budget is going to 
wind up in Latin America, as the Spanish Government 
had made financial commitments to countries there that 
it will make good on iater. The Executive Branch regards 
these commitments as the sort of solidarity-based aid 
that will yield Spain indirect benefits. The main opposi- 
tion force, the People’s Party (PP), feels that spending on 
foreign aid has gotten out of control and that it 1s used to 
pay back “political favors.” 


The fact is that Spain recovers only one percent of its 
development aid. Spain's late entry into the EEC coin- 
cided with the monopolization of the market, especially 
the African market, by other European couniries, mainly 
France. This means that Spain is actually putting in 
money that benefits companies that are not Spanish, as 
senior Foreign Ministry officials acknowledged recently 
in the Congress of Deputies. 

The State Secretariats of Commerce and International 
Cooperation often organize seminars to raise companies’ 
awareness and prompt them to be more active in those 
markets to which Spain sends aid on a priority basis. So 
far this effort has been inadequate. 


Poiitical Motivation 

The PP’s impression that foreign aid has political moti- 
vations 1s based on the loans granted mainly to African 
and Latin American countries that have taken in ETA 
[Basque Fatherland and Liberty] members. Algeria, 
Cape Verde, Sao Tome, and the Dominican Republic 
figure prominently in the development aid program that 
the Foreign Ministry has put together. 


The loans from the Development Aid Fund that were 
formalized as of this past January total more than 100 
billion pesetas. Their main beneficiaries are Morocco, 
more than |2 billion; Cuba, more than 9 billion, China, 
more than 6 billion; Colombia, close to 4.5 billion, and 
Algeria, more than 2.5 billion. 


The financial terms of these loans range from 20- to 
30-year payback periods, five- to 10-year grace periods, 
and interest rates of 1.5 to five percent, up to the 
percentage of generosity demanded by the OECD. Spain 
recently agreed to reschedule loans pending repayment 
from Angola, Argentina, the Philippines, Gabon, 
Guinea, Jordan, Mauritania, Morocco, Mexico, and 
Poland. 
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Total spending on foreign aid will be up almost 30 
percent this year from 1989. 


With the exception of contributions to international 
financial institutions, which are expected to decline 77 
percent, all categories show significant increases. 


Aid to nonfinancial international organizations shows a 
rise of more than 150 percent to a total of 32.868 billion. 
Thas is due mainly to the fact that departments have 
seen transferred from Industry to the European Space 
Agency this fiscal year. 


As for programs and projects, spending on aid is up more 
than 50 percent. According to the Foreign Ministry's 
forecasts for this year, bilateral aid accounts for 48.38 
percent and multilateral aid accounts for 52.62 percent. 
Official development aid comes to 80.44 billion pesetas, 
up 24 percent from last year. The biggest increase in this 
category is for FAD [Development Aid Fund] joans, this 
makes the Economy and Finance Ministry the biggest 
spender on foreign aid. 

The government expects official development aid to be 
equivalent to 0.17 percent of the GDP [gross domestic 
product] in 1990. In 1987 it was just 0.06 percent and in 
1988, 0.07 percent. 


Latin America is the recipient of most of the FAD loans 
and also owes Spain the most moncy. 


A report that the government sent Parliament last year 
admitted that Latin America’s debts to our country total 
close to a trillion pesetas, 400 billion of which are 
commercial loans that Spanish banks have granted to 
various countries in the region. 


The money that Latin American countries owe Spain 
does not account for even three percent of their total 
debt to the rest of the world, however. 


Mexico is the country that is most heavily indebted to 
Spain, owing more than 150 billion pesetas. Loans from 
Spanish banks account for close to 90 billion of this 
amount. 


Argentina also owes Spain a great deal of money, close to 
140 billion. Half is in the form of commercial loans with 
export insurance under the conditions demanded by the 
OECD. The Menem administration owes Spanish banks 
more than 50 billion pesetas. 


Both Mexico and Argentina have signed economic coop- 
eration accords with Spain recently. Spanish busi- 
nessmen have questioned these loans to some extent 
because they are presumably not viable. 


Colombia, Chile, and Cuba are also high on the list of 
countries in arrears. Colombia owes more than 100 
billion pesetas, a tiny percentage of it to major Spanish 
banks. Chile under Patricic Aylwin has inherited close to 
90 billion in debts to the Spanish Government. 
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Half is in the form of commercial loans under OECD LATIN AMERICA 
terms. Fidel Castro's Cuba has debts of over 80 billion - 
pesetas, most in the form of commercial loans. The ‘2 Amen 4.424.857.2531 
Cuban Government's debts to Spanish banks are esti- Argentina 101,838,000 
mated at around 5 billion. Belize 5.178.000 
Giving Latin American priority is consistent with the """" ——- 
concern that the Spanish Government has shown in = B22! 100,092,270 
solving the foreign debt problem, at least partially. Colombia 49.556.463 
Prime Minister Felipe G ‘ of Costa Roca 132,813,643 
alleviating this problem last year. It consists, first, of °%* 220,030,000 
combining the actual value of the debt principal on the = Chile 24,615,852 
Seimeckes ices i sa 
— accurately the value of the debt. Secondly, a ———— 
Gonzalez proposed capitalizing the interest so that it Guatemala 73,686,000 
would not keep on accumulating. Honduras 121,316,427 
Mexico 17,304,023 
____Offficial Development Aid, 1989 Nicaragua 178,603,443 
AFRICA Panama 33,659.926 
Regron ouniry Amount (pesetas) Paraguay 23,088,116 
Africa 454 561 408 Peru 9.356.926 
Angola 505.378.000 Dominican Republic 73,134,784 
Algeria 145.260.000 Uruguay 32,516,000 
Botswana 7.000.000 Venezuela 19,357,000 
Cape Verde 112.800.000 Total 2.918, 884,229 
Cameroun 14,000,000 Source Foren Affairs Ministry 
F gypt 900.000 
Gabon 2,000,000 Latin America’s Debts to Spain 
Cruinea Bissau 135.000.0000 Country Amount (in millions of dollars) 
Equatoral (suinca 2.173.431 .906 Mexico 1380.33 
Malaw: 7,000,000 Cruaiemala 289.2 
Morocco 1 46.296.000 Honduras 49.02 
Mauritama 15%.704,000 E! Salvador 12 
Mozammmque 365,657,000 Nicaragua 168.1 
Seychelles 1.000.000 Costa Rica 100 
Sao Tome and Principe 80.000.000 Panama 334.25 
Tanzama 7.000.000 Peru 626.26 — 
Tunas 70,000 000 Chile 97.7 
Zambia 7.000.000 Cuba 750 
Zimbabwe 32,000,000 Haiti 106 _ 
Total 4.425.068.5314 Dominican Republic 299.74 
ASIA Venezuela 613.42 
Asa 87.658.712 Colombia 1,004.6 
MIDDLE EASt Ecuador 429) 
Arab countries and Israel 335,485,000 Brazil 658 6 
Israc! 2.954.790 Bolivia 4” 
Jordan as Paraguay a 186 5 6h 
Syna 3,600,000 Uruguay v2 
Total 342,039,750 Argentina 1.186 
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* ‘Declaration of Intent’ The government has pledged to provide Romania with a 
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[Article: “Argentina, Venezuela, and Mexico—the Pace- 
setters” 


{Text} Argentina, Mexico, and Venezuela are the paces- 
etters in signing economic accords with Spain. The three 
have a combined credit line of close to a trillion pesetas. 
The documents that the Spanish Government has signed 
are, however, mere declarations of intent that lack real 
meaning Owing to the lack of business initiative and, in 
some cases, to the poor performance of the joint com- 
missions. 

The first such accord was signed with Argentina in June 
1988. The economic section calls for $1 billion in loans 
over a period of five years, at least 80 percent of which 
must go to Argentina's private sector. A credit line was 
also established to finance $100 million in exports of 
Spanish goods and services for Argentine private-sector 
projects costing no less than $100,000 and no more than 
$5 million: the financial terms of this credit line range 
from a six-year payback with a three-year grace period at 
0.5 percent interest to a nine-year payback with two 
grace years at 1.5 percent interest. 


According to Foreign Ministry sources, the change of 
government in Argentina and the scant interest shown by 
a sector of Spanish businessmen are the reasons why this 
accord has not developed satisfactorily. 


The sarne could be said of the accord signed with Mexico 
in January of this year. It calls for making up to $4 
billion available during the 1990-1993 period. Some 
$2.5 billion of this amount is supposed to be in the form 
of private investment, and $1.5 billion is part of the 
loans that Spain has pledged to provide to finance 
purchases of Spanish goods and services. These loans are 
therefore subject to the design of viable projects. 


In addition, the government signed a cooperation agree- 
ment with Venezuela last March that calls for the provi- 
sion of close to $3 billion in capital. As in the two 
aforementioned accords, the goal is to promote joint 
investment projects. 


Slow Opening to the East 


The Spanish Government has begun a slow and, to some 
extent, belated opening to the countries of Eastern 
Europe, but it has finally climbed on the bandwagon 
with other EEC members. Intent accords already exist 
with Hungary, Romania, Poland, and Yugoslavia, 
among other countries. 


By and large, Spanish businessmen have been reluctant 
to invest in these countries until they have their legal 
frameworks and the required legal safeguards firmly in 
place. What they want, therefore, are foreign investment 
laws that are liberal and flexible enough to generate 
attractive, profitable projects. 


$100-million credit line. Felipe Gonzalez made this 
pledge during Prime Minister Petre Roman's visit to 
Madrid fast April. 

The commitment to Poland totals $240 million and will 
take final form in September. 


* Solchaga Reports to Congress on 1993 Europe 


* ‘Optimistic Expectations’ 
90ES1020A Madrid CINCO DIAS in Spanish 
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[Article: “Distribution of Benefits in the Unified Mar- 
ket” —first paragraph is CINCO DIAS introduction] 


{Text} In his report to the Congress on the Europe of 
1993 the economy minister has reaffirmed the need to 
hammer out a pact that will improve our competitive- 
ness so that we do not have to resort to a harsher 
austerity plan. In his judgment, an economic policy that 
optimizes the unified market must be based on creating 
jobs and boosting savings to sustain the level of invest- 
ment. In order to sustain job growth the government also 
proposes, besides bolstering training, to streamline 
wages so that pay is linked to productivity. The govern- 
ment also defends the idea of strengthening an integrated 
European financial system and of total freedom of cap- 
ital movement, inasmuch as this sector accounts for 6.5 
percent of the GDP [gross domestic product] in the EEC. 


One of the developments that have helped the most to 
create widespread expectations of optimism about the 
unified market was the disclosure of the research project 
that Paolo Cecchini coordinated. Its main conclusion 
was that eliminating all barriers would boost the Com- 
munity’s GDP by between four and six percent. 


To arrive at this conclusion the Cecchini Report takes 
two approaches, microeconomic and macroeconomic, 
that use an increase in Competition as a Strategic vari- 
able. 


From a microeconomic standpoint, the elimination of 
the various barriers, the decrease in costs, economies of 
scale, and the increase in government revenues will bring 
an additional increase of between 4.3 and 6.4 percent in 
the EEC’s GDP, with 5.3 percent as the midpoint. 


The starting points for the macroeconomic analysis are 
also lower costs and stiffer competition. According to 
conservative econometric estimates, the rise in the GDP 
would be 4.5 percent, while 1.8 million new jobs would 
be created, prices would decline by 6.1 percent, govern- 
ment deficits would ease by 2.2 percent of the GDP, and 
the trade balance would improve by one percent of the 
GDP. 


Distribution of Benefits 


A separate but nevertheless crucial problem is the distri- 
bution of the unified market's benefit by country. We 
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can assert by and large that the more flexible Spain's 
supply of products is and the quicker we can adapt to 
stiffer competition, the better our results will be. The 
factors on which the success of Spain's economy depend 
are the competitiveness and flexibility of the ‘actors 
markets. 


Unit Labor Costs 


Competitiveness depends, among other things, on unit 
labor costs. Up to 1970 Spain enjoyed a clear edge over 
the industrialized countries in unit labor costs, and 
although it gradually lost this advantage in the 1970's, it 
regained some of it during the first half of the 1980's. In 
recent years, this variable has again worsened somewhat. 


Exchange Rate 

Moreover, it bears noting that great confidence cannot 
be placed in achieving competitiveness gains through 
exchange-rate devaluations. In the first place because our 
incorporation a year ago inio the exchange-rate mecha- 
nism of the European Monetary System severely limits 
the fluctuations of the peseta’s exchange rate. Moreover, 
even if exchange rates could be altered, in economies 
thai are as integrated commercially as the EEC's are a 
devaluation would be quickly passed on to domestic 
prices, thus canceling out the initial positive effect. 


Making the Job Market More Flexible 


The idea of making the Spanish labor market more 
flexible should be understood in a broad sense: it ranges 
from the training of workers in a variety of skills to the 
efficient operation of job promotion services, as well as 
collective-bargaining systems that encourage competi- 
tiveness. Spain currently suffers from major dysfunc- 
tions in this sphere that must be addressed. 


Capital Market 


The free circulati_a of capital in the EEC will translate 
into a more efficient financial system, with an increase in 
specialization that will likely help reduce the markups of 
middiemen. In principle, such deregulation will insure 
that Spanish companies do not have worse financing 
conditions than their EEC competitors. Nonetheless, the 
specifically sectorial effects on Spain's financial system 
could indeed be sizable and carry over to the sector as a 
whole. 


Management Techniques 


The quick realization and thorough utilization of all of 
the opportunities that arise from the integration of 
markets depend on the existence of competent and 
well-organized company management teams. Spanish 
firms still have a long way to go before they are the 
equals to those in the most advanced EEC countries. 


Nevertheless, the heavy and mounting influx of foreign 
firms in recent years has made new management tech- 
niques widespread, among other positive effects. 
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{Article: “A Competition Pact or Harsher Austerity™] 


[Text] The change in direction that was made in eco- 
nomic policy as of December 1982 and the policy of 
positive austerity that was pursued in subsequent years 
allowed the Spanish economy to take satisfactory advan- 
tage of the economic expansion of the latter half of the 
1980's and to maximize the potential arising from the 
country’s membership in the EEC. 


Between 1986 and 1989 the GDP [gross domestic 
product] expanded by 20 percent. Heavy investment has 
renewed more than half of our capital stock. And 
1,675,000 jobs have been created, 1,235,000 of which 
have gone to young people and women who have entered 
the labor market, while the remaining 440,000 have cut 
into unemployment. In addition, infiation and the 
budget deficit have declined appreciably. 


Nevertheless, over the past two years the strong growth 
of domestic demand has brought back inflationary pres- 
sures and worsened our current-account deficit. The 
steps taken in 1989 have succeeded in cutting underlying 
inflation to around 6.5 percent. Moreover, the heavy net 
inflows of long-term foreign capital have enabled the 
overall balance of payments to remain in surplus. 


Pact or Tighter Money 


Nonetheless, this macroeconomic context 1s certainly 
not the most favorable one for meeting the challenges 
that will face the Spanish economy after the creation of 
the interior market in 1993. What is more, in view of the 
recent trend in nominal spending and the decline in the 
system's competitiveness, there is a definite risk that 
domestic demand will keep growing at a fast enough pace 
to eventually worsen the current-account deficit even 
more, which would make a tighter economic policy 
inevitable. The basic goal for the immediate future must 
be to sidestep this risk so that our country can enter the 
unified market with a guaranice of success. 


The Spanish economy has two ways of avoiding drastic 
stabilization measures. The first is to tighten current 
demand-related policies in order to counteract the dis- 
ruptive effect that the excessive growth of nominal 
spending has on inflation and the trade deficit. The 
second consists of an accord with the social spokesmen 
10 restore the competitiveness of the Spanish economy, it 
would be accompanied by fiscal and monetary policies 
that are less restrictive than in the first case. 


The option of further tightening current economic policy 
is not without problems. The second economic policy 
option would not only be a more effective anti-inflation 
tool than the first but would also be more beneficial for 
income distribution. A slowdown in the rise of unit labor 
costs to the rates that we sce in the member countries of 
the European Monctary System would enable us to 
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reduce the rate of inflation, keep on creating jobs, regain 
our external competitiveness, and parry the danger of 
making substantial cuts in priority government spending 
programs. Far from representing a loss of buying power, 
the slowdown in the rise of nominal wages would mean 
sustained increases in purchasing power, the annua! rise 
of which would parallel the trend in productivity. 


Companies no longer need to keep on expanding their 
surpluses in order to maintain growth, because they have 
reached a level sufficient to sustain rising investment. In 
the current situation the economic agents, leaving aside 
their monetary illusions, could well agree on a disiribu- 
tion of real productivity gains, which would assure the 
sustained growth of both the workers’ buying power and 
productive investment that creates jobs. 


An economic policy that optimizes the unified market 
must rest on two basic piliars: creating jobs and boosting 
the savings level. 


Jobs and Professional Training 


Job creation depends, among other variables, on the 
optimal adaptation of the labor force to the needs of the 
market and on a positive combination of labor costs and 
productivity. This can be achieved by: tailoring profes- 
sional training to requirements, modernizing and bol- 
stering the role of collective bargaining: promoting the 
streamlining of wages. and improving employment ser- 
vices. 

The professional skills of the work force are the crucial 
factor in meeting the challenge of the single market. The 
main productive resource of European technology in the 
1990's will be the intelligence and adaptability of its 
economically active population. Spain lags far beyond in 
human resources and must urgently make up this gap. 


This gap is in four major areas, on which our main 
efforts must focus: quantity, quality, versatility, and 
continuity. 


Collective Bargaining and Wages 


The gradual! inclusion in collective bargaining of aspects 
that used to be regulated by the labor authority or by 
mere custom is another fundamental feature of the 
indispensable modernization of Spain's system of labor 
relations with an cye towards the single market. 


This implics gradually diversifying and expanding the 
list of subjects and techniques of collective bargaining. 
Moreover, all existing labor legislation must be evalu- 
ated so that the government and the social spokesmen 
can look into the possibility of addressing under collec- 
tive bargaining matters that are currently regulated. 


The available studies indicate that Spain is one of the 
countries in which the fixed components of wages carry 
the greatest weight and the variable components the 
least. This entails some advantages as far as the stability 
and certainty of wages are concerned but has many 
drawbacks, such as professional disincentives, rigidity, 
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and lack of inducements for cooperation between 
workers and their company. 


Employment Services 


The smooth operation of the job market requires respon- 
sive and decentralized employment services thal can 
facilitate comtact between labor supply and demand and 
anticipate likely needs through a sufficiently aggressive 
policy. 

To this end, they must permanently monitor companies” 
labor needs and keep track of the opportunities for 
training job-seekers, in order to guide the latter profes- 
sionally and facilitate the selection of personnel by 
companies and the development of new techniques of 
professional training. 


Boosting Savirgs 

The second pillar on which economic policy vis-a-vis the 
single market must rest is the promotion of domestic 
savings. an indispensable clement if we want to keep the 
current strong investment trend going. Although high 
investment rates are, in general, desirable, given the 
situation that the Spanish economy will be facing in 
1993, keeping up investment has become a priority goal. 


Thus, maintaining high levels of capital formation 1s the 
only way to insure an ongoing improvement of the 
domestic production machine, to introduce new technol- 
ogies, to expand the range of available goods and ser- 
vices, and to lower production costs; all of this will 
improve the competitiveness of Spanish products on the 
single market, thus promoting growth and job creation. 


This effort is not limited to the sphere of private invest- 
ment, inasmuch as maintaining government investment 
1S yust as necessary. This variable makes for progress in 
both the strictly economic sphere (improving infrastruc- 
ture, education, transportation, communications, etc) 
and in social matters (by balancing out living standards 
among the various regions of Spain). A dual objective ts 
thus achieved. We facilitate the access of our products to 
the EEC market and we enable the entire nation to take 
effective advantage of this market. 


To achieve this objective we must achieve a level of 
domestic savings that can finance the desirable growth of 
investment. This means promoting private and public 
investment. 


To promote private savings we should take advantage of 
the opportunities that the upcoming tax reform makes 
available for this purpose, by eliminating the taxes that 
discriminate against savings and by including features 
that encourage it. 


« .. °° budget deficit, boosting investment, and 
how, ack less priority expenditures constitute the 
second policy to be pursued in bringing about an 
increase in overall savings in our economy. 


FOR OFFICIAL USE ONLY 














FOR OFFICiAL USE ONLY 


FBIS-WEL-90-15S-S 
10 August 1990 


When all is said and donc, the relationship between 
Savings and investment and. in turn, the relationship 
between investment and grcacer Competitiveness justify 
making the promotion of a higher savings level a basic 
ae rene ae 
1993. 


* Integrated Financial System 
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|Artcle: “Free Capital Movements and an Integrated 
Financial System™} 

[Text] The emergence of a European financial sysiem is 
without question one of the most stnking features of the 
construction of a unified Europe, inasmuch as major 
repercussions for the implementation of future economic 
policy arise from the adaptation of this sector, which is 
crucial in and of itself since it accour’s for 6.5 percent of 
the Community's GDP [gross domestic product}. 


Capital Movements 

The liberalization of the financial services market is one 
of the EEC’s objectives that is furthered by the approval 
of the White Book of the unified market. This is because 


approval in June 1988 of Directive 88/361 on the 
unfettered circulation of capital. It will take effect on | 
July 1990, except in Spain, where it will become effective 
on | January 1993, and in Greece, Ireland, and Portugal, 
which have also been granted temporary stays. 


Banking Sector 
Until the White Book was was approved i 
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the diversity of such legislations and the difficult 
sion-making process in the EEC, the only way to 
good on the gains that had been achieved was th 
three directives. 


The first directive, on banking coordination, established 
a procedure for authorizing lending institutions by set- 
ting Minimum requirements and giving national author- 
ities wide latitude. The second was the directive on the 
supervision of institutions on a consolidated basis 
(1983), and the last was the 1986 directive on annual and 
consolidated accounts of banks and other financial insti- 
tutions. 


Since 1985 the Commission, realizing that total legisla- 
tive harmonization was impossible, has taken a more 
practical approach based on a minimum harmonization 
of the various legislations. We can see that this approach 
has been a success because by late 1989 the basic 
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the former can be readily enumerated, a precise estimate 
of the latter comes up against major difficulties. 


The main studies agree that the principal result of 
integration will be a decline in the prices of financial 
products. At the same time, they say that Spain is one of 
the countries in which prices will decline the most, owing 
to the relatively lower level of competition in this sector 
and to operating costs. 


The strategy that the banking sector will pursue is 
conditioned by the characteristics of the 1993 market. 
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First, as the decontrol process spreads, savers will 
demand bigger returns and better quality service. 
Second, the drsintermediation of the system will expand, 
and investment companies offering high yields will pro- 
liferate, thus pushing interest rates on deposits higher. 
Third, foreign competition will be very strong in whole- 
sale banking and wiil increase in retail banking. 


AS to the strategies open to individual banks. there ts no 
unanimity on which is best. In principle, at least four can 
seemingly be sdeatified. 


The first is bank mergers. The second és direct expansion 
overseas by establishing branches or buying out other 
banks. The third is to enter into alliances with foreign 
instituvions through stock swaps or by signing imterna- 
tional cooperation agreements aimed at marketing prod- 
ucts in third countries and at the joint utilization of 
banking services, thus reducing startup costs. The fourth 
and final option is to dominate a given product cr 
geographic area and concentrate efforts there. 

Any of these strategies could be viable as long as it is 
based on efficiency and the exploitation of actual com- 
parative advantages. Management and the ability of the 
various banks to react will eventually determine their 
future position in the market. 


The likely results of the deregulatory process from now 
until 1993 can be summarized as follows: 


—A major increase in competition, which will be fur- 
thered by EEC legislation and by the unfettered circu- 
lation of capital. 


—The disappearance of segmentation in the financial 
market, both with regard to the services rendered by 


the various imstitutions and between national and 
foreign banks. 

—An expansion of disintermediation, and mounting 
competition for the traditional lending institutions 
from the more modern ones. This could mean that the 
market share of banks and savings banks will decline, 
given their greater geographic expansion and the 
better deals that they will have to offer their cus- 
tomers. 


—Promotion of more efficient and more rational man- 
agement, and the higher productivity of agents. 


—Probiems for less strong and aggressive banks, which 
will see their profit margins decline. 


* Common Monetary Policy 
WES1020D Madrid CINCO DIAS in Spanish 
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Article: “Implementation of the Common Monctary 
icy”] 

[Text] The essential question here is the scope of the 

principle of subsidiary status and whether it applics to 
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monctary policy or, more specifically, whether the 
implementation of a common monctary policy ought to 
be completely centralized. 


Some countries advocate a “si ™ system in which 
the European System of Central Banks (SEBC) generates 
the liquid zssets that can be utilized directly by private 
lending institutions throughout the continent (hence, as 
far as these countries are concerned, the new institution 
ought to be called ideally the European Central Bank 
instead of the European System of Central Banks). In 
contrast, others support a “two-tier™ system in which 
ments in their respective national central bank, while the 
national central banks maintain an obligatory percentage 
of their assets or liabilities in demand deposits in the 
SEBC. 


The single-tier option, which some sce as incvitable in 
the long run, is more consistent with the idea of a truc 


monetary union. It would necessarily demand the adop- 


clear. Moreover, the compicie centralization of monc- 
tary policy could mean that a certain domestic financial 
akss Gaal Uo Easel te the Gudtaead of ie Gat. 


The double-tier option, oddly enough, is very similar to 
the long-time British aspiration of having a mere coor- 
dination of national monctary policies instead of a truc 
single currency, and it raises several technical questions 
about the specific way that this centralized monctary 
policy would be implemented. This option, which some 


hquidity crunch among lending institutions in their 
respective Countries. 


ee ee ee 


The Delors Report comes out in favor of having national 
curren oes replaced in a third stage by a single Commu- 
nity Currency. It indicates that this currency could be the 
EC1), which would thus shift from being a “basket” of 
currencies to being a pure and traditional fiduciary 
currency not defined by reference to anything else. 
Nevertheless, the report does not say how such a substi- 
tution would be made. 


The report comes out against the strategy of creating a 
“parallel currency” (in other words, a common, fidu- 
ciary currency that would compete with national curren- 
cies), feeling thet the creation of a | th Community 
currency would further complicate the coordination of 
monctary policy and could entail an inflation risk. 
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The dual consideration that the ECU could likely be the 


raises doubts as to how much the private use of ECU- 


the EEC’s single currency in the future. 


* Pending Questions 
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conference will have to take a stand. 
The national positions to which | will refer are the ones 


tive and in no way definitive. 


Budgetary Discipline 


There is a consensus that the future treaty must both 
prohibit the “monetary” financing of government 
budget deficits and prevent the State from using coercive 
mechanisms to float government debt issues (investrnent 
ratios, for example). 


There is, however, no complete agreement on what 
should be understood by “monctary™ financing. While 
some understand it to mean the traditional mechanism 
of “the Treasury turning to the Central Bank,” others 
have a much broader concepiion of “monctary™ 

financing, which would include attracting funds on the 
free market in the form of very short term debt or debt 
denominated in foreign exchange. The latter position, 
which 1s in the minority, is criticized by the advocates of 
the former, who say that it would mean prohibiting 
Treasuries from doing something that private institu- 
tions are allowed to do and, as far as issues in foreign 
currency are concerned, that it would also restrict the 
freedom of capital movements. 


As for a ban on coercive mechanisms of government 
borrowing, doubts have arisen as to whether certain 
financial regulaiions would come under this ban, espe- 
cially the rules that apply to investment companies or 
insurance companies, which for “safety” purposes indi- 
rectly promote or even require, partly but coercively, 
investment in government debt. 
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Limiting the Deficit 


We can start from the position. which Germany defends 
with particular strength. that limiting “excessive™ budget 
deficits is an essential principle in guarantecing price 
stability and monctary control in the Community. 
Opinion is then divided as to whether the treaty itscif 
ought to establish specific rules limuting these deficits in 
accordance with given criteria or whether, on the con- 
trary, it is neither necessary nor appropriate for the 
treaty to establish these rules and thai i 1s enough to 
have an ordinary mechanism by which ECOFIN [expan- 
sion unknown]. perhaps drafting a “code of good con- 
duct,” could monitor national budget deficits. 


The first option is vagucly similar to the approach that 
Spain has adopted, albeit in a technically different form, 
in the LOFCA [Organic Law on the Financing of Auton- 
omous Communities] and in the Law of Local Finance 
Ministries (which limit the total financial burden of ithe 
debt of each territorial entity to a percentage of their 
current revenues). Nonetheless, it is technically difficult 
to establish criteria of permanent, general validity. Some 
have suggested the criterion of requiring that public 
savings always be in the black (in other words, the budget 
deficit should never exceed public investment). 


Moreover, any limitation on government budget deficits 
demands a pnor standardization of the concept of gov- 
ernment. The purpose of this would be to prevent the 
limits from being readily circumvented by reallocating 
expenditures and to make comparisons between coun- 
tres meaningful. Furthermore, the question has arisen as 
to whether the limitations should apply only to central 
governments or also to autonomous communities, local 
government, and other territorial entities. In order to see 
to it that money markets impose greater discipline on 
those governments that borrow excessively, there 1s 

t that, as suggested in the British document on 
the EMU [European Monctary Unit], the treaty enshrine 
the principle that cach national State will be responsible 
for paying its own public debt and will not be backed up 
by the EEC or by other member states in the event of a 


payment crisis. 


To the United Kingdom. incorporating this principle 
would make the coercive limitation of budget deficits 
unnecessary. Nonetheless, some national representa- 
tives, while not rejecting this principle in any way, have 
expressed doubts that the market will find this rule 
credible, in light of the mounting political solidarity that 
will inevitably exist among EEC States. 


Coordination of Economic Policies 


Although some countries have opposed the position 
implicitly defended by Germany ‘hat coordination of 
national economic policies Ought to be reduced to a sort 
of periodic assessment of cach country’s progress in 
cutting its budget deficit, we have not yet precisely 
defined the substance and scope of coordinating the 
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other aspects of budget policy and other national polices 
(supply and structural reform policies, income policy. 
and social consensus, cic.) 


Belgium has recently argued that the principle of bud- 
tion SO aS 10 prevent a “competitive reduction of tax 
burdens” (especially on certain forms of income) from 
causing a loss of revenues that will compel either deficit 
spending of cxcessive Cuts in government spending. 

Moreover, while some argue that the conclusions and 
recommendations that the council drafts in its sessions 


Nevertheless, the European Commission has proposed 
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* European Central Bank Role 
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[Article: “Price Stability: Goal of the European Central 
Bank™] 


[Text] The analysts of monctary union has advanced 
farther than others because the rssuc 15 regulariy on the 


What remain to be debated are msucs such as whal 
exactly is meant by “price stabulsty™ or what criteria the 
SEBC should observe in the hypothetical extreme case of 
conflicting objectives (a scriows general financial creses, 
for example). 


Degree of Indepenéence 

There is general agreement that the future SEBC must be 
relatively independent of “political power.” Its members 
must be adpointed for long per:ods and not be subyect to 


in order to coordinate the monctary policy of the SEBC 
with the other cconomic policies pursucd by 
ments, the plan 1s to have the president of the and 
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Decisionmaking Bodies 


If we start with the sdea in the Delors Report the: the 
SEBC administrative body should consist of the gover- 


sibility for the Council and the Board. 


There are two options. Either the Council has truc 
surisdiction mm monctary policy (with the members of the 
Board being accountable to the Council for the execution 
of their respective areas), or the Board has some degree 
of autonomy (it could even be acknowledged as having 
the right of imitiative o. the proposals based on which 
the Council must decide or the power to make monetary 
policy decisions in emergencies). 

While the Commussion has proposed a four-member 
Board, several medium-sized and smatiler countrnes have 
advocated five or even seven members to preveni the 
four major countnes from becoming predominant. As 
for who will appoint them. there is agreement that the 
European Council ought to, though it is not clear 
whether the Council wiil decide on the nominees of some 
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other EEC body. whether unanimity will be required, or 
what role the European Parliament ought to play om this 
sphere. 


Although has been regularly assumed that the presi- 
dent of the SEBC must nccessarily be a member of the 
Board. ome country has tumedly suggested that the pres- 
sdency could fall to the central bank governors on 2 
rotating basis 


There seems to be agreement thai both the president of 
ECOFIN and some prominent member of the Commis- 
won should attend the sessions of the Council bul not 
have the might to vote. thus hbciping to make monctary 
polcy comsisicnt with other cconomic polrcecs. 


The Question of the Vote 


Assumeng thal the members of the SEBC ought to be 
genuinely independent and not act with a national 
mind-set. most of the countries have mutially come out 
im favor of the rule thet cach member should have onc 
vote. The Commrssion, which 5 not at all opposed to 
thes rule, has suggested in is own report thal tne sysiem 
of weighted votes that ss applicable in the EEC Council 
of Monesters be used as well in the SEBC council. In thes 
case, 0 additional votes would be assigned to the 
members of the Board. and 74 votcs would be stspulated 
as a qualified majority of the 106 total votes. 


The current pressdent of the Commuitice of Governors of 
Central Banks and the Bundesbank, Mr. Pochi, has 
stated repeatedly that the vote issuc is a difficult one, 
that permits many solutions, and that < decision 6 
premature unt'! the respective functions of the Council 
and Board of the SEBC and of the central banks them- 
selves are clearly detincated. 


date the balance sheets of the national central banks for 
accounting purposes. Nevertheless, it has not yet been 
or ia 2k oa ae al te ones a or im 

ion, and what use will be made of the 
STeis thas the 2UET Gl peenumaity Gidhe Rita Gn 
spread between its interest rates on deposits and loans. 


* Labor Contract Dispute Discussed 

* *Legalistic’ Criticism 
WESIOS1A Madrid EL PAIS in Spanish 
23 Jun 90 p 64—FOR OFFICIAL USE ONLY 


[Article by current Labor Inspector Marcos Pena: “On 
the Brink of a Nervous Attack” ] 


[Text] The author considers CEOE’'s [Spanish Confeder- 


part om the battle against fraud could end up turning the 
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latter mto burcaucratic structures and the labor umon- 
#Sts into diligent office workers. masmuch as the control 
would affect § millon contracts 


The fact s that # =>ul4 be heipful to make a calm. 
dispassionate analysis of the governmeni-irade union 
agreements on labor contracting. which have reached 
their maxsmum embodiment in the bill on the mght to 
information for the workers’ represeaiatives im the con- 
tractong arca whech was approved on 2) 


But one has the empressson that on thrs mmstance the much 
ado about nothing 1s far more imteresting and. therefore. 
what should be calmly and dispasssonatcly analyzed 
the entreprencurial confedcration'’s response to these 
agreements. 


The crux of the issuc ss the following: “The business 
owner will submit to the workers’ legal representative a 
basic copy of all contracts that are required to be 
concluded in writeng. with the cxception of special labor 
relations contracts on the high managerial level.” 


And to uphold the nght to privacy (om a cowntry that asks 
for your LD. card even when attending a dance). this 
“basic copy will mot contain the data m the DNI 
[National Identity Document] on civil status and domi- 
cile....” 


No E xaggeration 


This 1s the precise content of the agreement. and nothing 
cise, hence, it 1s fitteng not to cxaggeratc. Bringing up the 
workers’ commission members now, because the labor 
imspector will notify the workers’ representatives of hes 
presence at the work center, even strikes me 24 too much. 


But would the labor inspectors visit the work centers 
mcognito”’ For God's sake’ 


And on account of all this. the entreprencurial confed- 
eration has called Manolo Chaves a drunk. and Solchaga 
a har, and has predicted the sovictization of the Spanish 
«conomy for the not too distant future. 

But let's see: Does the obligation to submit the basic 
copy reduce the capacity for profit? Does i weaken the 
business firm's organizational. technical, or productive 
structure? Does nt affect competitivoness? Does i rarse 
production costs” Does it reduce effective working tom- 
ce’... Yes or no” 


Yet | don't hear this being discussed. In shor, | don't 
hear any discussion of why these agreements would 
prevent entrepreneurs from attaining the goals that they 
are ler imately pursuing. 


Tr ' preeminently formal and legalistic, and 
thes © * g oneng to be a disease im our Country: my 
berng told 1 such and such im comparative jurispru- 
dence, of the statute, or in legislative development, etc. 


One receives the impression that the top management 
echelon has lost its entrepreneurial destiny (described by 


So, 10 years of the statute's existence did not suffice to 
achieve its birth. Yet now, with the agreements that 
concern us, the word has finally been made Mesh. 


I honestly cannot understand so much irritatron | under- 
stand the uneasiness at not having been present. but | 
would stop there | am incapable of understanding any of 
the rest. Why such a furious attack? Why” 


Only j of umtentions can be made. and the icvs 
we do so, the better, because the; usually do not lead to 
mS 2 sake ong Imagining that what the entreprencura! 

wants 1s to torpedo the second phase 
of conciliation (“If I've acted this way because of this, 


weeps aa ef ng Hewwhee AY mor ~papheras 
me”), or thinking that the contracts matter little. and 
that what 1s really desired 1s 10 precluce from the outset 
any possibility of rapprochement or of brlateral agree- 
ments between the trade umons and the government. 1s 
a rather unprofitable task. 


What matters, and is surprising, is that, in the wew of 
sents a sovietization of the Spanish economy What we 
arc left with 1s the disproportion that cxrsts between the 
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crvtscesm and the reality cf the agreements themscives. 
And | truly hawe my doubts that ths cacessive opposi- 
ton i shared by the enure emireprencunal confedera- 
Lon. 


For cxampie. dont the extremely powerful public enter- 
proses, whech are beavy contributors im CEOE. have 
anytheng to say’ Do they share the criticism” Are they 
completely represented’ | don't know, but | doubt a. 


Let's fimrsh now. and perhaps | would be most useful to 


The recovery of the atmosphere of dialogue between the 
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* CCOO Position 
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destruction of labor collectivization, and a direct 
on the trade umion's potential base. 


2 


gated from collective action, and there has been a direct. 
head-on attack on the defense of recognized legal mghts 
and on the trade union's contractual power And. to top 
it off, fraud has become widespread. 
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Eighty percent of the contracts for apprenticeship and 
training last less than six months. It cannot be claimed 
that the training received im three or six months could 
reach quality levels. 


There is usually no relationship between the apprentice- 
ship contracts and the qualification of young people. For 
example, it 1s not uncommon to see those with higher 
qualifications in apprenticeship contracts with “deduc- 
tions.” 


Ninety-four percent of the training contracts have no 
training plan approved by INEM [National Employment 
Institute], whereas their legal training requires spending 
at least a third of the workday on training. 


In the individual project and service contracts there is 
usually no mention of ether the project or the service in 
question. 


The temporary contracis based on production circum- 
Siances are used im many instances to cover the total 
personnel, without any permanent workers in existence. 


The breaches discovered in contracting between 1984 
and 1989 multiplied fivefold despite the lack of plans 
and the shortage of resources at the disposal of the Labor 
Inspector's Office. 


Tricks and Traps 


In conclusion, a job market with a high unemployment 
rate, with temporary employment that is unparalleled in 
the developed countries, and levels of trickery, entrap- 
ment, and fraud by busincss owners in their very exten- 
sive contracting. requ: os shock measures to cope with 
the law of the jungle. 


A progressive agreement that will make 1 possible to 
advance with greater democracy in business firms, veri- 
fiability on the job market, compliance with the laws, 
and sirengthening of trade unions. The agreement on 
trade union protection of contracts, converted into a bill 
afier a negotiated reinterpretation, stipulates the busi- 
ness owner's legal obligation to submit to the workers’ 
representative a basic copy of all contracts that noust be 
concluded in writing, except those of high-level man- 
agers. This represents a universe of protection affecting 
95 percent of all the contracts written. It subsequently 
stipulates that the basic copy will contain all the terms of 
the contract, except any detuil, expressly cited, that 
might possibly affect persona! privacy. 


Also stipulated is a double level of protection through 
the labor contract monitoring commissions on the pro- 
vincial levels, especially for small businesses without 
workers’ representation, ia which fraud 1s more wide- 
spread and elusive. 


No attempt is made to introduce “smuggled” joint 
management, nor anything of the sort, but rather a mere 
expansion of the Worke:s Statute Articles 15.4 and 64.1. 
It has also been attempied to expand upon Article 129 of 
the Spanish Constitution: “The public authorities will 
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effectively promote the various types of participation in 
the business firm.” In other words, the intention is to 
make democracy penctrate business firms, the strongest 
link in the democratic system. 


An entrepreneurial class used to living in the air- 
conditioned atmosphere of welfare. The state has tradi- 
tionally always acted with an obvious class essence in the 
distribution of revenue through the General State Bud- 
gets, with an unprogressive tax system, and a hefty state 
contribution to the industrial effort, with subsidies and 
cheap government credit to business firms. 


All this has formed sectors of a nondynamic, enterprising 
entrepreneurial class, which has fluctuated between a 
kind of entrepreneurial wc'fare state and the possibility 
of accruing quick profits irom speculative operations. 


During the past few years, in the heat of the ideological 
talk about temporary employment in which the govern- 
ment and the entrepreneurial confederation have 
engaged, the administration has been transferring eco- 
nomic resources totaling approximately 650 billion 
pesetas per year, channeled to private firms in such 
forms as subsidies, deductions, tax cuts and exemptions, 
and other types of incentives and direct assistance. It 1s 
doubtful whether anyone used to breathing in a privi- 
leged atmosphere would dare to leave the hothouse. 


The entrepreneurial confederation’s fear of losing a 
privileged relationship with the government, which has 
been basically putting the economic policy in its service, 
and the rejection of the new model or pattern of social 
conciliation, have caused rage in CEOE [Spanish Con- 
federation of Employers Organizations]. However, 
because of its recurrence and exaggeration, it has ended 
up losing credibility. 


Conditioned Reflex 


It is a pity. but the top entrepreneurial echelon has 
reacted with a typically Pavlovian conditioned reflex 
every time it hears mention of a measure that would 
represent social progress. responding with the “tic” that 
this means the sovictization of business firms. 


Furthermore, those who have not exerted the pertinent 
pressure on their business affiliates to avoid fraud in 
contracting have no moral authority to question the 


agreement. 


Defending privacy while protecting the workers. The 
government-trade union agreement assiduously and 
carefully guards the workers’ privacy. It is a very judi- 
cious text, with a perfect touch. Hence, excluded from 
the basic copy is the DNI number, domicile, and civil 
status, with a reference to Organic Law 1/82. on “the 
right to honor, personal and familial privacy, and one’s 
own image,” and to the professional secrecy stipulated so 
as “to prevent the use of such documentation for pur- 
poses other than those that prompted its publication.” 
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Therefore, the entrepreneurial confederation’s criticism, 
based on the defense of privacy at all costs. is totally 
lacking in grounds. The business owners’ sudden con- 
cern for the workers’ privacy is tozching, although argu- 
ments are sometimes used that seem to refer more to a 
nuptial bed than to a labor relationship. 


Nevertheless, it is fitting to note that, on the one hand, 
Article 64 of the ET [Army] already stipulates full 
information to the workers’ representatives, and no one 
has cried out to heaven. Furthermore, the law recognizes 
an imperative institutional function for the trade unions 
to control legality, as well as to defend the collective 
interest. Finally, if anyone is defending the workers” 
privacy ii 1s the trade unions. For example, there is the 
trade unions’ rejection of the MSI-82 questionnaires 
distributed in the weapons companies, with CCOO 
[Workers Commission] filing an appeal to the courts 
against the government's action. 


The necessary strengthening of the trade unions to 
correct the situation marked by formal cquality/real 


inequality that exists in labor relations. A basic prereq- 
uisite for the development of a modern, standardized 
system of labor relations is the strengthening of the trade 
unions. Although the membership in Spain 1s not partic- 
ularly high, the trade union movement has more of an 
audience than a presence. Nor should we forget that 
CCOO and UGT [General Confederation of Workers] 
boast 75 percent of the workers’ total representation, 
freely and democratically chosen in the trade union 
elections held every four years. It is the trade unions and 
the company committees that defend and protect all the 
workers, whether or not they are members; also signing 
collective agreements with general effectiveness erga 
omnes |for all]. To improve their work, there must be an 
expansion of the workers’ rights to participate in busi- 
ness firms, until we are comparable to Europe. 


In this respect, the agreement is a step forward that also 
has the value of beginning to reverse the process of 
individualized labor relations, and reinforcing the cle- 
ments for collective protection. It also attempts to deter 
and stop fraud, increasing the capacity for trade union 
intervention. 


But it is not enough, because fraud is part and parcel of 
the a /a carte contracting system. Hence, the next and 
more important objective is a reform of the types of 
contracting, so that stability of a general nature may 
prevail in employment. A secure job and decent working 
conditions are not privileges, they are fundamental 
rights. 


* UGT Posture 
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[Article by UGT's [General Union of Workers] confed- 
eral secretary of institutional action, Emilio Castro: 
“The Agreement on Contracts”—first paragraph is EL 
PAIS introduction} 
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[Text] According to the author of the article, the agree- 
ment on labor contracting ts not an attempt to destroy 
any type of economic system. It 1s something far simpler 
and clearer, because it 1s intended to make the worker, 
considered as an individual, feel that his rights are more 
protected and that he is receiving greater safeguards 
from those defending his economic interests. 


This heading should serve to describe the bill on mght to 
information in the contracting area. The tendency to 
simplify things requires conveying clear, simple mes- 
Sages, so thai they may be understood. 


What ts bad is when such simplification has a quality of 
aggressiveness and an intention to confuse and conceal 
other situations, such as possible fraud in contracting. 


In any event, it would be very unfortunate if the agree- 
ment had only that intention. It has considerably more 
and, throughc ut this article, an attempt will be made to 
clarify what others see only as bad. 


The analysis of the agreement has two important facets 
that should be emphasized: the legal aspect, and the 
social and economic consequences that i entails. 


Legal Aspect 


It has been juristic experts who have carefully examined 
the agreement, and the vast majority have not found any 
signs of unconstitutionality, nor any type of perversion 
or attempted subversion. 


What they have also agreed upon is the need for supple- 
menting it with a modification, in terms of reducing the 
broad range of types of contracting. 


Those opposed to the agreement are attempting to use 
the Constitution as a weapon that can be hurled to 
discredit it. There is in this country the bad habit of 
using the Constitution every time we think that we are 
being harmed. This would not be intrinsically bad if the 
frequency and interpretations made of it were not based 
totaliy on self-interest and distortions. A careful reading 
of Article 129.2 will suffice as a response to all this 
uneasiness and anxiety. It states: “The public authorities 
will effectively promote the various types of participa- 
tion in the business firm....” 


Of course, the agreement is not intended to transfer the 
ownership of the means of production to the workers. It 
is far more moderate, and totally consistent with another 
legal text, namely, the Workers Statute. The latter, in 
Article 64, stipulates an entire series of information to be 
provided to the workers’ representatives. What is con- 
tained in this law is not even the 10 percent that the 
Statute prescribes as compulsory, which in most cases 
systematically fails to be implemented. It is claimed to 
be an attack against the workers’ right to privacy. In this 
respect, there are some who confuse obscurantism and 
regressive individualization with the natural right to 
information contained in the Constitution and the 
Workers Statute. 
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In any event, guaranteces are introduced into the text of 
the agreement so that no one may challenge that right. 
Law 1/82, on the mght to privacy, is mentioned. Also 
introduced is the might to professional secrecy; and, 
finally, the data on the DNI [National Identity Docu- 
ment}, and on domicile and civil status, are eliminated 
from the content of the information. 


With all these precautions it appears unnecessary to 
continue having recourse to that right, as if it were 
something being violated even indirectly. According to 
the detractors of the agreement, and based on this 
theory. even the telephone directory would be an 
unlawful assault upon privacy. 


Labor Aspects 


To be sure. the law does not conceal its intended aim of 
restoring rationality to labor relations. 


The elimination of temporary hiring is a goal which, 
through this law, could effect a change in the culiure 
created under the protection of the various types of 
contracting. 


It has in itself a discriminatory value with regard to fraud 
in contracting. the cxistence of which no one has 
doubted as being generated, as well as dreadfully nega- 
tive effects on the workers, and an unwanted, unfair 
competition among business firms. 


Moreover, it attempts to make one of the functions 
acknowledged for the trade unions possible. The sup- 
porting role incumbent on them in a social state based on 
law should not be forgotten cither. 


The trade unions’ role is important with a view toward 
the European single market, to achieve integration on an 
equal footing with other countries. 


There are other aspects, such as the necessary profession- 
alization of ihe collective groups incorporated into the 
yob market, which can only be achieved through stability 
in employment. Tiiere must also be progress in resolving 
conflicts, both individual and collective, through mech- 
anisms on both sides, avoiding excessive use of the 
judicial expedient. 

Of all the factors mentioned, the most important, albeii 
the last to be cited, 1s the one promoting the right to 
information within the business firm. 


While democracy is reaching all areas of social and 
political life, it seems to be halting at the doors of 
business firms in many instances. This even appears to 
be in contradiction to the liberalism advocated by cer- 
tain economic authorities, seemingly inclined toward 
absolutism in the realm of labor relations. 


During the past few years, as a result of the unemploy- 
ment situation, the distribution of employment and the 
flexibility of the job market have been accepted as 
something necessary. This has also caused an obvious 
imbalance within business firms, as well as multiple 
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fragmentation im the work force structure. Hence, i 
appears imperative to restore balance, through informa- 
tion, creating the necessary consistency in labor rela- 
tons. 

In conclusion, this agreement is nol an attempt to act 
against anyone, nor to desiroy any type of economic 
system. It is something far simpler and clearer, because it 
is intended to make the worker, considered as an indi- 
vidual, feel that his rights are more protected and that he 
is receiving greater safeguards from those who, according 
to the Constitution, defend the workers’ economic and 
social interests: namely. the trade ursons. 


* CEOE Argument 
WES1051D Madrid EL PAIS in Spanish 
5 Jul 9 p S6—FOR OFFICIAL USE ONLY 


{Article by CEOE [Spanish Confederation of Employers 
Organizations] Secretary General Juan Jimenez Aguilar: 
“Protected by Force” —first paragraph is EL PAIS intro- 
duction} 


[Text] The debate continues on trade union control of 
labor contracts. The author of the article thinks that it 
seriously damages free enterprise, while simultaneously 
reinforcing the power of the trade unions and their 
membership capacity. 


On 23 June Marcos Pena published an article in these 
very pages regarding the controversial topic of trade 
union control over contracts. In that article he asked a 
series of questions directed toward CEOE [Spanish Con- 
federation of Employers Organizations]. According to 
Pena, these questions remained unanswered, causing 
him to be “incapable of understanding” CEOE’s posi- 
tion on this issuc; in view of which, “only judgments of 
intentions can be made.” 


Precisely to dispel Marcos Pena’s doubts, and to prevent 
him from continuing to make judgments of intentions 
that are as erroneous as they are gratuitous, | hasten to 
answer his questions. 


Let's take the most important ones first: “Why such a 
furious attack?” asks Pena. referring to CEOE’s criticism 
of the aforementioned bill on trade union control of 
contracts. 


1 don't agree that it was furious. If such a description 
could be used for our criticism, what should we use to 
describe the attacks from the trade union represeniatives 
against entrepreneurs, when they have labeled us, among 
other things, useless, criminals, foxes, frauds, etc.? The 
other day a prominent trade unionist went so far as to 
say that CEOE was anti-Spain, because of the fact that 
we protested to the ILO [International Labor Organiza- 
tion]. A strange description, from other past eras, given 
by a trade unionist who the next day submitted a 
complaint to the ILO against the lack of freedom for 
union organization in the Civil Guard. 
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CEOE’s reaction has been serious and firm, as befits the 
gravity of the actions being criticized. Marcos Pena 
claims to understand our uncasiness at not having been 
present, but says that he “stops there.” Does i seem 
trifling to him? Isn't the utmost seriousness attached to 
the fact that an agreement with a total effect on business 
firms was negotiated and signed without their even 
having an opportunity to be present at the negotiations” 
As a specialist, doesa't he appreciate the importance of 
the break in the tripartite principle, which 1s supposed to 
inspire labor relations in a democratic country’ The 
author of the article has demonstrated his legal training 
sufficiently for him to realize that matters of procedure 
take precedence over those of content. If a procedure has 
been violated. the judge does not even consider the 
matter being judged: he merely regards the action as 
invalid. Now then, what has been violated at the outset 
in this matter has been the conciliation system, based on 
negotiations between the sides that all of us, working 
hard, put into effect at the beginning of the transition. 

The Workers Statute, precisely, was a result of the 
conciliation based on consensus between the social 
agents, a change in which is now being attempted, with a 
new law on which we entrepreneurs have not even had a 
chance to express an opinion. 


Basic Copy 


Pena inquires: “Does the obligation to submit the basic 
copy reduce the capacity for profit? Does it weaken the 
organizational, technical, or productive structure of the 
business firm? Does it affect competitiveness’? Does it 
raise production costs’? Does it reduce effective working 
time?.... Yes or no?” 


Definitely yes; and | shall proceed to explain to Marcos 
Pena that there is no obligation on his part to be 
knowledgeable regarding the mechanisms of the market 
economy, because that would not appear to be his 
specialty. The market cconomy is based on free enter- 
prise, and the latter, in turn, 1s a group of many other 
specific freedoms that enable the entrepreneur to assume 
responsibility for the task of managing his business firm. 
Free enterprise means freedom to contract, to purchase, 
to sell, to gear labor requirements to changing market 
situations, and even to go bankrupt. 


Now then, trade union control of contracts seriously 
damages freedom of enterprise and, specifically, the 
business owner's capacity to hire anyone he deems 
necessary. The fact that the trade unions have the 
workers’ contracts available, even though the workers 
may not want this, and although almost 90 percent are 
not members of any labor federation, urges them, in fact, 
by force, to become affiliated with them. The free 
contractual relationship between business owners and 
workers 1s, therefore, obviously restricted and made 
conditional by the presence of a third party. An imposed 
presence, we would remind you again. Both the business 
owner's freedom to contract and the worker's freedom to 
organize in unions (or not to do so) are obviousiy 
affected to a serious extent. How could this fact fail to 
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have direct repercussions on the organization of work, 
productivity, or competitiveness among business firms? 


Now that Marcos Pena’s questions have been answered, 
1 shall ask my own: Why has trade union control of 
contracts been estabi:shed? It was first claimed to be for 
the purpose of stopping fraud in temporary contracting. 
It did not seem acceptable to CEOE that the repression 
of this alleged fraud should be left in the hands of the 
trade unions, instead of being carried out by the Labor 
Inspector's Office. The same thing was said by many 
labor inspectors, to whose group Marcos Pena certainly 
belongs. If we accept the claim that this was the purpose 
of the control, we entrepreneurs hasten to call for the 
chmunation of the subsidies for temporary contracting. 
In the end, it was learned that this was not the intention 
of the agreement, as 1s proven by the fact that the control 
affects all contracts, not just the temporary ones. 


We were also told that the control was something 
common in Europe, and we in CEOE set about looking 
for similar regulations. We found nonce, as was to be 
expected, because Nicolas Redono had mentioned 
“exporting the agreement to Europe.” and the labor 
minister himself described it a few days ago as “some- 
thing new,” at the ILO General Assembly. 


Then it was claimed that the control was calied for in the 
European Social Charter. CEOE hastened to declare that 
it accepted, point by point, what 1s stated in the Social 
Charter on the subject of the workers’ night to informa- 
tion. Again, we received silence for an answer. 


And finally 1 was claimed that the control of contracts 
would be kept to achieve “strong trade unions,” some- 
thing on which Marcos Pena dweli at length mm his 
article, even quoting comments by Agnelli. 


Stronger Trade Unions 


This time, we think that they were really telling the truth. 
Control of contracts will, in fact, make trade unions 
stronger because the workers will find themselves indi- 
rectly obliged to join them if they want to spare them- 
selves the problems stemming from a third party's 
knowing how much they carn, what working conditions 
they have agreed to, when their contract will be 
extended, and even the amount that they are to receive 
in the event that ut is rescinded. As we had already 
predicted, the control of contracts puts the workers a 
step from forced membership. 


Are strong trade unions necessary in the present socicty. 
as Agnelli claims and Marcos Pena reiterates’? They are. 
unquestionably, but provided that their strength is 
derived from their own capacity for voluntary member- 
ship, and their effectiveness at times when support for 
the workers must be gained: in other words, when they 
act based on the model of freedoms promoted by the 
Spanish Constitution. Any other evasive expedient 
making membership obligatory, such as this trade union 
control of contracts, will not lead to stronger unions 
because they respond to the feelings of more workers. but 
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rather to bureaucratized unions, reflecting the power 
that the government in office wanted on some occasion 
to put into their hands. 


Moreover, the last thing thai the market economy needs 
is trade unions, whether strong or not, that attempt, 
precisely, to put an end to the market economy. Contrary 
to all evidence, we have heard prominent trade unionists 
claim that “capitalism has doomed three quarters of 
mankind to hunger,” whereas the truth is the opposite. 
The only quarter of mankind living in prosperity and 
freedom is the one tha! has adopted a capitalist system, 
while the half of mankind that has experimented with 
socialism, in all its possible forms and for over half a 
century, has reached the conviction that it has done 
nothing but waste time. As a result, the latter group is 
hastening to extend its hand so that the hated capitalism 
will be the one to extricate it from its backwardness and 


hunger. 


With this historical confusion, as well as confusion 
between the free model and the compulsory onc, the 
trade union federations have construcied their own 
cosmogony, in which everyone is a criminal (the enitre- 
preneurs) or needs “trade union protection™ (the work- 
ers). Otherwise, there is no explanation for that insis- 
tence on protecting them by force, even though the vast 
majority do not want to be protected. 


But it is not up to us to safeguard the workers’ freedom 
to organize in unions. In this entire matter, we would like 
to remain on the sidelines; something that could be 
achieved very simply: Of the three copies that exist of 
every contract, as a minimum, why does it have to be the 
business owner's copy that is submitted? Why don't they 
ask the worker for his copy? If it is true that this measure 
will result in his protection, obviously wage-carners will 
hasten with pleasure to submit it. The bill would be 
worded thusly: “Any worker may submit a basic copy of 
his contract to the workers’ representatives.” Then 
CEUE would remain silent, confining itself to privately 
deploring this assault on trade union freedom, and the 
workers would have a chance to find out what is really 
going on. The tripartite system would be preserved, 
because the bill on control, in its new wording, would not 
affect business firms, and Marcos Pena would stop 
passing judgment on intentions and giving lessons on the 
market economy. 


* CIS Poll Reflects Views on IRPF 


90ES1022A Madrid CINCO DIAS in Spanish 
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{Article by Amparo Estrada: “Seventy Percent of Span- 
iards Think That the Government Wastes Public 
Monies”) 
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[Text] The changes that the Finance Minisiry made in 
the income tax after the Constitutional Tribunals ruling 
have not altered society's sentiments about it, according 
to a poll by the Center for Sociological Research. Accep- 
tance of taxes is back at the same level as in 1984, as 6! 
percent of the respondents regard them as unfair while 
22 percent feel that they are fair. 


The poll, which was conducted early last December at 
the close of the most recent tax season, does show 
however, that the public applauds the option of separate 
filing for couples. Forty-one percent say that the change 
makes the IRPF [Income Tax on Physical Persons] 
fairer. while only 18 percent do not. 


The increase in deduction limits has not helped to reduce 
criticism of the tax burden, which most regard as too 
heavy, especially for modest, middle-income families, 
small businessmen, and farmers, who more and more 
people feel are paying too much tax. An increasing 
number of people also feel that big business, profes- 
sionals, and the extremely wealthy are not paying enough 
tax. In this case public opinion is in accord with the 
Finance Ministry, which wants to boost the tax burden 
borne by these groups. 


In contrast, the tax reform that the government is 
planning, which includes a rise in indirect taxes to make 
up for the decline in the new IRPF, is not going to meet 
with public approval, according to the findings of the 
poll. According to them, when faced with the choice 
between an increase in the income tax and a higher value 
added tax (VAT), Spaniards would be more upset by a 
rise in the VAT, which 37 percent oppose, compared to 
34 percent who feel that boosting the IRPF would be 
worse. As in other years, the three taxes whose rise would 
prompt the most opposition are the IRPF, the VAT, and 
the city tax. 


In the judgment of the respondents, the relationship 
between public services and taxes paid has improved 
little. Some 55 percent of Spaniards say that what they 
receive from government (in the form of health care, 
education, roads, social security, etc.) 1s less than what 
they pay in taxes, while only eight percent feel that 
government gives them more than they pay for. 


The public believes that the inadequacy of public ser- 
vices 18 largely due to the government's mismanagement 
of tax revenues. Seven of every 10 respondents feel that 
the government wastes moncy. The image of government 
has thus worsened over the years, as in 1984 only 53 
percent felt that way. And five of 10 Spaniards say that 
public services in Spain are worse than in the rest of 


Evrope. 


Criticism of the government's handling of the budget 
focuses on the meager funding for education (53 percent 
believe that spending here 1s imadequate), unemploy- 
ment (48 percent), public works (39 percent), health care 
(65 percent), housing (54 percent), pensions (62 percent), 
and social welfare (48 percent). 
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Taxes Unfair 





Is the Tax Burden Fair? (in percentages) 

















Year Yo No 
1986 19 65 
1987 16 ad 
(ae 22 o4 
1989 22 el 





























You Pay in Taxes? 
(in percentages) 
Year More Less The Same 
1986 10 $$ i$ 
1987 9 % i$ 
1988 7 $7 is 
1989 8 $$ 18 














* Editorial Comments on Oath-Taking Ruling 
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[Text] The Constitutional Court (TC). the keystone of 
the system of guarantees set forth in the Constitution— 
that same Constitution which the “aberizale™ radicals 
reyect, and which their friends combat vi —has 
unanimously confirmed the thesis of the Herr Batasuna 
(HB) as to the allegiance formula which can be 
demanded of clected parliamentarians, if they are to 
have full status as such. The niggling interpretation by 
the president of the Congress, Felix Pons, was rejected 
on the highest juridical level, thus ratio- 
nality into a problem which was artifically created. With 
this decision, it 1s the democratic system, and not those 
who impugn it, which emerges strengthened. The dem- 
ocratic forces—both those which share and those which 
disagree with the arguments of the Constitutional 
Court—accept the judgment without mental reserva- 
tions. In their view, respect for the decisions of the courts 
overrides party imterests. It 1s here that the nondemo- 
crats, or the semidemocrats. who only accept judgments 
to the extent that they believe they favor their hopes. set 
themselves apart. 


With thes yudgment, the opportunities for the HB depu- 
tes to participate effectively im the mmstitutions to which 
they were clected are increased. It would be too ridicu- 
lous if now, following acceptance of the essence of their 
arguments by the Constitutional Court, they were to 
abstain from exercising the right which, as has been 
acknowledged, they enjoy. The Herri Batasuna repre- 
sents a sector of the citizenry, specifically |.06 percent of 
the voters. No less, but no more. The fact that its generic 
clams comcide with those of a group which is trying to 
impose them by violence—just a few hours ago, they 
were on the point of assassinating five children in the 
Santutxu quarter of Bilbao—docs not entitle this group 
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to any supplementary representatives in addition to 
those won at the polls. Whether great or small, this 
representation exists, and this has been recognized by the 
TC with its decision that the formal aspects of the 
specific formula for swearing allegiance are secondary to 
the principle of political participation, waich is the axis 
of the parliamentary system. 


It is clear to the Constitutional Court thai the added 
expression “because of the legal requiremeni™ has no 
conditioning or limiting effect on the formula for 
swearing allegiance, however obvious its political inten- 
tion—tc specify that the oath 1s not being volunteered, 
bul simply represents a desire to satisfy a requirement 
imposed by law—miay be. 


Consistent with its own jurisprudence (with reference, 
however, to an eventual refusal to swear an oath or to 
make a pledge of any kind, or the desire to do so using a 
formula radically different from what 1s prescribed by 
the regulations), the TC does not challenge the constitu- 
tsonal legality of the requirement that an oath be taken or 
a promise made to heed the Constitution as a prerequi- 
site for access to public posts and functions, or even the 
adequacy of the parliamentary regulations for imposing 
this requirement. However, the terms of this require- 
ment may not be such as to invalidate a popular mandate 
or to place a drastic obstacle hindering access for those 
elected to public posts and functions. 


As one paragraph of the judgment says, “In a democratic 
state which takes a relative approach to beliefs and 
protects ideological freedom. which enthrones political 
pluralism as one of its higher values; which imposes 
respect on the representatives clected by universal suf- 
frage with regard to the powers which emanate from the 
will of the people. an imterpretation of the obligation to 
pledge allegiance to the Constitution which puts ngid 
formalism above any other consideration 1s inconsistent, 
because in this way, the very Constitution to which 
allegiance 1s owed 15 violated, the highest value among 
the basic rights (specifically, the provisions for political 
participation im Article 23) 1s forgotten, and an exclusive 
interpretation of the Constitution 1s allowed to prevatl 
over ah integrational interpretation.” 


On the other hand, the literal formula for swearing 
allegiance imposed on the representatives of the HB was 
not demanded of the other deputies elected in the same 
electoral process on 29 October, since the regulatory 
norm was approved subsequently. The high court 
regards this as discriminatory. In any case, i now 
remains for the HB to dispel the justified doubts about 
its true intentions, and to show by its attitude that the 
support won from the Constitutional Court will not 
serve, in its hands, merely as a tool for propaganda, but 
rather as an incentive for its definitive onentation 
toward the democratic institutions. If the HB responds 
o the support it has received by stampeding. 1 will have 
shown that it 1s not prepaced on any terms to set forth its 
aspirations on an equal footing with the other legitimate 


representatives of the popular will 
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In any case, the full recognition of their status as deputies 
accorded the four elected HB parliamentarians means 
the definitive loss of its absolute majority for the PSOE 
[Spanish Socialist Workers Party]. Its 175 deputies 
account for exacily half of the 350 in the Chamber. This 
fact will not prevent the PSOE from continuing to 
govern alone (for a legisiative bloc on any vote, parties as 
distant ideologically as the HB and the PP [People's 
Party] would have to join together), but it will be 
reflected in the composition of the parliamentary com- 
missions and the other bodies which must reproduce the 
structure in the parliament. The very arguments put 
forth in their time by the socialists in favor of their 
majority representation on the commissions can now be 
applied in the other direction. It was reasoned then that 
the proportional criterion meant that of the 38 members 
of each commission, the PSOE should have half, or 19, 
with one of the other 19 for the opposition left vacant, 
since the four HB deputies could not be regarded as 
members of this complex of forces with full rights. 


* Enlistment Age Studied 


QOES 10684 Madrid EL PAIS in Spanish 
19 Jun 90 p 20—FOR OFFICIAL USE ONLY 


[Article by Migue! Gonzalez} 


[Text] The Ministry of Defense is studying the inclusion 
in the future military service law which the government 
expects to pass in the fall the option of choosing when, in 
principle between the ages of 18 and 23, one would 
perform such service. Defense officials say it is not a 
matter of advancing the age, now set at 19 except in cases 
of deferment, but rather of “widening the brackct™ so as 
to introduce a certain element of voluntary compliance. 


Ministry of Defense officials have just returned from 
France, where they studied that neighboring country's 
national military service system, which has a formula 
like the one described. They are now analyzing results of 
the study and remain highly cautious about the final 
decision, inasmuch as any modification involving 
recruitment would have far-reaching consequences on 
the size of contingents. 


The existing military service law dates from 1984 and 
moved the age of compulsory service from 21 to 19, 
resulting in massive surplus recruitments until 1988, a 
trend which the Defense Ministry views as highly nega- 
tive. Several military officials have also criticized the 
move based on the argument that the greater immaturity 
of recruits has resulted in a higher number of accidents. 
The issue now is not so much one of revising the 
decision, but rather, of secking a different formula, 
according to the sources consulted. 
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Within a specific period of time, the possibility of 
choosing when one would serve would introduce cle- 
ments of voluntary compliance and choice into a sysiem 
of compulsory service like tne one Spain now has. The 
Ministry of Defense wants the distribution of recruits to 
different assignments not to be based solely on numer- 
ical quotas, as is now the case, but rather, on the 
preferences and aptitudes of the young men involved. At 
the present time, for example, there are judges, doctors, 
and other professionals whose knowledge could be put to 
good use by the Armed Forces and whose time in the 
military service is basically devoted to supervision and 


Job Descriptions 


The three branches of the Armed Forces are drawing up 
a list of posts occupied by soldiers in the different units. 
Such data serve to determine the duties of military 
personnel and those to be performed by civilian contrac- 
tors, probably with a higher degree of efficiency. The list 
will also make it possible for the recruit, once informed 
of what jobs are available, to be assigned whenever 
possible to those he prefers and for which he has more 
aptitude. 


This work should also be useful in terms of the region- 
alization of military service, for while it 1s difficult to 
expand the process (the ratio at present is over 70 
percent), it could nevertheless be substantially 
improved. Military sources say that some recruits who 
are “rewarded” with doing their military service in their 
native region might prefer to go elsewhere in order to 
have a more interesting assignment. 


Classification of the different posts would in the end 
make it possible to make gradations in exemptions from 
military service because certain physical problems that 
might be detrimental to the performance of specific 
duties are totally unrelated to others equally necessary 
for the Armed Forces. The Ministry of Defense claims 
that exemptions from military service for medical prob- 
lems should be the exception. 


* Suarez Pertierra Interviewed 


WES1I068B Madrid EL PAIS in Spanish 
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[Interview with Gustavo Suarez Pertierra, secretary of 
state for Military Administration, by Miguel Gonzalez: 
place and date not given] 


[Text] “The government is committed to reducing the 
period of military service during this legislative session. 
This would be laying the foundation so that by the end of 
this legislative term in 1993. the term of military service 
will be nine months.” These remarks were made by 
Gustavo Suarez Pertierra, the new secretary of state for 
Military Administration, for whom the promise to 
reduce the period of compulsory military service, the 
“mili,” by one fourth contains no ambiguity whatsoever. 
The Ministry of Defense plans to pass the new military 
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service law in late October or the beginning of November 
and implement the reduction in 1992. 


“It is in our best interest,” Suarez Pertierra added, “to 
take advantage of the results of the report to the Con- 
gressional Defense Committee in order to arrive ai the 
broadest possible consensus on military service.” 


[Gonzalez] How will such a reduction be implemented? 


[Suarez Pertierra] | think that by the fall, we will know 
whether the reduction will be made all at once or 
gradually, but there is not much time between when the 
law goes into effect and the end of the legislative session. 
If we can, we shall probably make the reduction all at 
once in 1992 because that would probably be casier. We 
shall have to see the degree of cover of the units and their 
deployment before making any decision. 


[Gonzalez] If the reduction is made all at once. there will 
be young men simultancousiy completing | 2 months of 
military service while others are doing nine. 

[Suarez Pertierra] That is true, and we shall have to find 
a way to solve that problem. It does not seem reasonable 


that because of the reduction, someone should finish his 
military service sooner when he started later’ 


[Gonzalez] Is a reduction in military service of over 
three months viable or ts that the government's limit? 


{Suarez Pertierra] Under the current conditions, nine 
months (of military service) is apparently the most 
suitable period of time because it is a reasonably short 
period of time based on our environment and, at the 
same time, long enough to provide replacement per- 
sonnel and provide at least minimum training. A sub- 
stantially greater reduction, such as compulsory military 
service of three months, would actually mean a major 
conversion, from an army made up of men performing 
compulsory service to a professional army. 


Choosing Time 


[Gonzalez] The government claims it 1s secking a con- 
sensus, but other parties, which have offered the voters a 
shorter period of military service, would apparently have 
difficulty supporting a law stipulating nine months. 


[Suarez Pertserra] The importance of the consensus is 
one thing and reiinquishing one’s responsibility for gov- 
erning is another. The parliamentary report can work on 
the basis of a model of the Armed Forces for the year 
2000 without thereby implying that one cannot accept a 
reduction in military service to nine months as the most 
suitable option for Spain. | hope that debate on the 
report will move from the duration of service to the 
conditions under which it is performed. That is what 
concerns us the most: that conditions be suitable because 
it is indispensable in order for society to accept its 
system of participation in defense through compulsory 
military service. 
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[Gonzalez] Ave you taking a new look at the decision 
made in 1984 to move up recruitment into the ranks to 
the age of 19” 


{Suarez Pertierra] Advancing or postponing the age of 
recruitment is a very difficult problem that produces 
undesired effects such as the massive surpluses we had 
years ago. What we are looking ai is not so much a 
postponement as it is the possibility of widening the 
bracket so that young men may decide when, between 
the ages of 18 and 23. they want to enter military service. 
Such a sysiem would introduce a serics of voluntary 
elements into military service enabling us to take both 
the aptitudes and preferences of young men into 
account. However, changing the year of entry generates 
dysfunctions and we must be very cautious. 


[Gonzalez] Several Basque city councils have refused to 
recruit young peopic. Would u not be better if the 
ministry itself performed the task’ 


[Suarez Pertierra] Compared with the previous system, 
the function of the city councils will be highly simplified. 
Their sole mission will be to receive the (young men’s) 
cards and make a provisional classification. The opera- 
tion could perhaps be simplified even more, but | would 
not like to exclude the city councils from the recruitment 
tasks and thereby break the only connection of the 
Armed Forces with the institutions that are closest to the 
citizens. 


[Gonzalez] Along with the draft law, the issue of consci- 
entious objection must also undergo reform. Will the 
Ministry of Defense accept the obyection of young people 
already performing their service “after the fact” 


{Suarez Pertierra] Reyection of conscientious objection 
after the fact is not the position of the Ministry of 
Defense. It is the government's problem. | do not think 
the system will be changed because it goes along with 
rulings by the Constitutional Court. Some countries do 
in fact accept this possibility, but not the majority of 
those around us. 


[Gonzalez] Finally, what is your ministry's opimon of 
the imminent conditional rcicase of former Licutenant 
General Milans del Bosch” 


{Suarez Pertierra] The judge has set the mechanism of 
conditional release in motion and we shall abide by his 
decision. | also think this matter 1s no longer a problem 
for society or, consequently, the Armed Forces. 


Military Personnel Law 


According to Gustavo Suarez Pertyerra, the Ministry of 
Defense hopes that by the end of iw year ut will have 
completed the basic draft of the Military Personne! Law. 
The ministry has already laid the foundation for this 
development: standards regulating military situations, 
the system of promotions, the integration of corps and 
promotions, and the assignment of posts. 
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of SPAIN 


The secretary deems it logical that such an ambitious 


sequent 

they solve.” In his opinion, “the law sull offers more 
than what existed before. What « perhaps docs not 
offer—which 1s where some frustration may come in—+s 
what some group may have expected of 1.” 


One of the main chapters of the law. the onc on military 
training, will begin its development with approvai of the 
general guidiclines for programs of study and specific 
plans of study for advanced traiming. also provided for 
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this year. “The law provides for an integrated program of 
military tramong.” Suarez Pertierra says. 


The Defense official also avoided mentioning any cut- 
back im military training centers, but admits “in will be 
necessary to reorganize them.” based on the principic of 
standardized icadership. Furthermore. “there cannot be 
three general academics in the same branch of service 
and ros*~ with different programs of study ~ An atiempi 
will be made to locate specialized schools near universi- 
tics and facilities, along with the necessary training 
fields. 


The Defense Ministry 1s also planning to issuc staff 
orders that will not reduce current personnel and ncw 
pay orders to include the future job of noncommissioned 
mayor {suboficial mayor]. 
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* Delay Reporied in F/A-18 Purchase Decision 


WENOTISA Zurich NEVE ZUERCHER ZEITUNG 
(International Edition) in German 29 Jun 9O pp 25-26 
—FOR OFFICIAL USE ONLY 


[Artscle by U.M.: “Combat Aircraft Decision Deferred— 
Reevaluation of the French Mirage 2000°—first para- 
graph ws NEVE ZUERCHER ZEITUNG introduction] 


[Text] Federal Councillor Kaspar Villiger has asked the 
Federal Council not to render a decision concerning the 
procurement of a new combat aircraft during the current 
year, and to utilize the time thus gained to reevaluate, in 
Oe eee an eee ee rere oe 


Bern, 27 June. Since Wednesday, the doctrine has 
longer been valid that has been repeatedly voiced by 
head of the defense department in recent days and 


conclude that the combat aircrafi decision should be 
reflected on once more. Why? Al a press conference in 
the federal building on Wednesday, he deciared that the 
F/A-18 os still an ideal aurcrafi, to be sure, but 
appreciate thal many citizens considered is 
high. As a businessman. he regretied that the sales price 
of the F/A-18 1s not negotiable. When the demand drops. 
the price must come down too. In the United States, 
however, this is not the case as far as aircraft are 
concerned. 


Decision Deferred for a Year 


The question could also be asked, however, whether 
Switzerland needs absolute perfection. Instead, Federal 
Councillor Villiger declared, what we need 1s an aircraft 
which fills its purpose. The domestic situation, as well, 
would suggest a deferral of the decision. The Federal 
Councillor thus acknowledges the wish voiced in parha- 
ment for a more precise security-political analysis before 
a decision 1s made on the procurement plan. Still this 
year, he plans to submit hes report on the security policy 
to the Swiss members of parliament. The combat aircraft 
will be deleted from the armament program for 1990, 
which 1s thereby reduced to an “armament program for 
the soldier.” whose primary components are to be a 
further series of new automatic rifles, new combat boots. 
and additional credits for the Leopard battle tank. Not 
until the armament program for 1991 will the new 
combat aircraft again come up for discussion. 


SWITZERLAND 61 


Correct Decision on Type 


Federal Councillor Villiger again pracsed the qualities of 
the F/A-18 as a weapons platform and with respect to mts 
armament and radar. All | evaluated types. 
such 2s the F-16 or the Swedish Jas-39 Gripen, were 
inferior to the American front-runner. This also applics 
to the French Mirage 2000, which got poor marks for its 
radar and cockpit, and this despite a higher asking price 
than for the F/A-18. Federal Councillor Villiger declared 
that the type decision made at that time had been the 
right onc. Since then, however, the overall performance 
system Mirage 2000-5 has been significantly improved. 
has a capability comparabir to 
of the F/A-18. The cockpit was substantially 


of the evaluation of 1987 to be outdated. Despite this, 
however, the Mirage 2000-5 is somewhat weaker than 
the F/A-18. It 1 conceivable, however, in the opinion of 
the head of the defense department, thai the system 
package could suffice, provided the difference im cust 1s 
great enough. The reevaluation will assume the purchase 
of 3%) Mirage 2000-5. compared to 64 F/A-18, which 
on calculations to date should icad to savings of 
several hundred million Swiss francs. Following direct 
contacts with his French counterpart, Federal Councillor 
Villiger 1s searching for signals from Paris of an “inter- 
esting price.” The reevaluation 1s to begin without delay 
and if possibile 1s to be complcted still thes year. The offer 
for the F/A-18 will at the same time be updated, how- 
ever. Nor will the defense department hesitate to pro- 
pose the purchase of the F/A-18 in the event the reeval- 
uation docs not come up to capectations. 


Following the political assessment carried out by the 
Federal Council, it would hardly have been possible to 
push a procurement bill through parliament still this 
year anyway. One way or the other, one whole year 
would have been lost. On the other hand, even after the 
rancorous debates conducted in the past weeks im the 
National Council on military bills, the Federal Council 
continucs to be convinced “that the broadly based dis- 
cussion of the security policy by the people will also 
create the basis for yudging the necessity and significance 
of the replacement of our aircraft.” 


il 


Impact of Swiss Embargo on Iraq Viewed 
AUOBO8093 290 Zurich NEUE ZUERCHER ZEITUNG 
in German 19 Aug 9 p 19—FOR OFFICIAL USE 
ONLY 


[“lts.” report: “Swiss Economic Boycott Against Iraq?™] 
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1s “so brutal and damnabie™ that the examination of the 


present, 1s cxamined whether supplicrs of products 
partly consisting of Iraqi oil cam be urged to reliably 
adhere to a possible embargo. Swrtzeriand wants to 
observe above all how the EC will umplement and control 
the ol embargo umposed by 1. Trade relations between 
Switzerland and Iraq are comparatively msignificant. In 
1989 Switzerland exported goods valucd at 31! millon 
francs, while its imports amounted to 1.6 million francs. 
Comparing the figures since 1978. i 1s striking that the 
trade balance has always shown a clear surplus for 
Switzerland and that the 1989 Swiss cxport revenues 
amounted to a little less than half of the former top valuc 
of 680 million francs in 1981. Iraq achieved the best 
result in 1987 when Switzerland bought goods valued at 
7.2 million francs. From 1978 to 1989 Switzeriand’s 
average annual cxports amounted to 321.5 milhon 
francs, while Iraq's average cxports amounted to 1.86 
millon francs. 

The important services of Swiss companies in Irag which 
are not recorded im any official statistics are not con- 
tained in these figures. In thes contest. the consortium of 
companies, such as Motor Columbus, Elcktrowatt, 


SWITZERLAND 
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Swrsscicktra. and others. which umpiemenied mmportant 
engineering projects im Iraq. has to be mentsoned. Onc of 


tural office Intien and Brechbuchi. for cxampic. 2iso 
participated in hosprtal construction proyects. 


Trade Figures With Iraq, Kewait Detailed 
411.:0908152990 Zurich NEUE ZUERCHER ZEITUNG 
on German 9 Aug 9 p 21—FOR OFFICIAL USE 
ONLY 


[SDA report: “Little Effect on Swiss Economy™] 


[Excerpt] Bern (SDA}—The trade with Irag and Kuwart. 
which was stopped by the Federal Council on Tucsday [7 
August}. 1s modest. In 1989 Switzerland exported goods 
valued at 31! million francs (0.2% of the exports) to Iraq 
and only imported valued at 1.7 milhon francs 
from thes state. The for the trade with Kuwant are 
93.7 milhon and 2.3 milhon francs respectively. Last 
year, with 44.8% of exports, machines are the icading 
export to Iraq. followed by chemical products with 
31.3%, while Kuwart received marily chemical products 
(28%) and watches (24.4%) from Switzerland. Mincral 
oil products accounted for 76.5% of imports from Iraq. 
while foodstuffs (date syrup) accounted for 18 5% 71.6% 
of the goods imported from Kuwar were costume jew- 
ciry. These figures do not include major services of Swiss 
companies in Iraq and Kuwart. Moreover. the Kuwart 
accounts in Swiss banks are more important than the 
trade between the Switzerland and the two states 
mvolved in the conflict. According to Federal Councillor 
Rene Feiber, these valucs. which must now be protected 
from ‘egal access by Iraq. probably amount to 2 to 3 
billion francs. At the news conference. the Iraqi accounts 
im Switzerland were estimated to amount to 700 to 800 
milhon francs. [passage omitted] 
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